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WEDNESDAY, JANUARY 20, 1954 


Hovsr or RepresEntrATIVvES, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 
The committee met, pursuant to adjournment, at. 10 a. m., in room 
1334, New House Office Building, Hon. Charles A. Wolverton (chair 
man) presiding. 


STATEMENT OF DEAN A. CLARK, M. D., GENERAL DIRECTOR, 
MASSACHUSETTS GENERAL HOSPITAL, BOSTON, MASS. 


The CHarrman. The committee will come to order. 

Our witness this morning is Dr. Dean A. Clark, of Boston, Mass., 
who is general director of the Massachusetts General Hospital. 

Dr. Clark has administered a variety of medical-care programs, 
some under public and others under voluntary auspices. He has 
made studies of methods for the provision of medical services among 
many different population groups and he has written extensively in 
the field of medical care administration. 

After receiving this degree in medicine at Johns Hopkins Hospital 
in 1932, Dr. Clark had several years of graduate medical education 
at hospitals and a in New York and Baltimore. In 1939, he 
was commissioned in the United States Public Health Service, and 
he has been senior surgeon for the Public Health Service. In the 
early days of World War ITI he was detailed by the Public Health 
Service to the Office of Civilian Defense where he was chief of the 
hospital section, and later to the Office of Vocational Rehabilitation, 
Federal Security Agency, where he was chief medical officer. 

Dr. Clark was active in developing the framework for the Health 
Insurance Plan of Greater New York. After its initiation he served 
for 4 years as its first medical director. In 1949 he resigned his 
position to become general director of the Massachusetts General 
Hospital. 

For several years Dr. Clark has been president of the Cooperative 
Health Federation of America, an organization of about 20 consumer- 
sponsored group health plans. In 1950, he was appointed by the 
Subcommittee on Health of the United States Senate Committee on 
Labor and Public Welfare to be consulting director to the subcom- 
mittee’s staff in making a nationwide survey on voluntary health 
insurance and in preparing the report of that survey. 

Dr. Clark is a member of the governing council of the American 
Public Health Association and chairman of the association’s sub- 
committee on medical care. He was also a member of President 
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Truman’s Commission on the Health Needs of the Nation, and he is 
the fourth member of that Commission who has appeared before our 
committee to give us the benefit of his thinking with regard to a 
health program. 

Dr. Clark, we are very appreciative of your presence this morning. 
We realize that your past experience and your interest in the subject 
of health from the standpoint of the nation and its people, has been 
such that you can be of very great help to us in the views that you 
express. 

You may now proceed. 

Dr. Ciark. Thank you, Mr. Chairman. It is a honor which I 
greatly appreciate to be invited to appear before your distinguished 
committee to diseuss the health needs of the Nation. In ms king this 
statement, I should explain that I appear as an individual and not 
as a representative of the trustees or staff of the Massachusetts Gen- 
eral Hospital nor of any other organization of which I happen to be 
a member or an officer. 

It is a particular privilege to be here so soon after the submission 
of the President’s health message, and I shall refer at times to the 
issues discussed therein, but there has not been time for me to prepare 
any full written comment upon it, although, if desired, further refer- 
ence to it might be made in informal testimony later. 

The Cuarmman. May I say this in that connection, Dr. Clark, that 
it is our desire that you have the opportunity of making any references 
to it that you wish, at a later date, and when you have done so, and if 
you do so, it will be made a part of your testimony today. 

Dr. Crark. Thank you, sir. 

Since it is my understanding that what your committee desires is 
comment upon the general issues rather than upon any specific legis- 
lative proposals, I shall refer to such proposals for purposes of illus- 
tration only and not in advocating or opposing any of them. 

At the outset, may I say that I am in full agreement with the Presi- 
dent’s underlying principle that “The means for achieving good health 
should be accessible to all,” and that “A person’s location, occupation, 
age, race, creed, or financial status should not bar him from enjoyin 
this access.” Three questions then arise: (1) How far short, if at all, 
are we of fulfilling this principle? (2) If we are short, what are the 
gaps, specifically? (3) If there are gaps, what should be done to 
fill them ? 

Tn answer to question No. 1, I do not think, in spite of our spectacular 
progress in health, so eloquently described by the President, that it 
would be seriously argued by anyone that we have achieved the 
President’s prince iple completely. The aged, people living in many 
rural areas, certain races, and people in poor financial circumstances, 
to name but a few groups, are too well known to lack the opportunity 
for comprehensive health services to need further documentation 
here. 

Specifically, what are the gaps? Summarizing them briefly, T should 
say the principal gaps fall into three groups: first, shortage of trained 
personnel and of facilities, both in general and, in particular, in certain 
geographical areas: second, inadequate organization of existing serv- 


ices to meet successfully our major needs for preventive medicine, 


early diagnosis, adequate treatment, and rehabilitation; third, inade- 
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quate methods of financing the needed services so that all may enjoy 
them. 

Finally, granting the presence of the gaps I have mentioned, what, 
if anything, should be done about them, particularly by the Federal 
Government ? 

My series of proposals—none of which is new or original with me- 
would here fall into two categories, not entirely separable from each 
other in either time or place. The two categories might, however, 
be identified, in a rough sort of way, as those dealing with prepara- 
tory measures—a “tooling up” phase, as it was put by one of the 
members of the President’s Commission on the Health Needs of the 
Nation, on which, as you mentioned, Mr. Chairman, I had the honor 
to serve in 1952—and those dealing with the continuing distribution 
of services, an “on-going phase,” as it might be termed. 

Among the measures needed for “tooling up,” the most important 
have to do with personnel, facilities, and the organization of services. 
Certainly, some form of assistance to increase our supply of doctors, 
nurses, dentists, and public health workers—and other workers that 
might be added—is necessary. With the continued growth of the 
population, and with the continually increasing complexity of the 
services needed, more health personnel of almost all types are urgently 
needed if we are to approach the goal set forth by the President. 

‘acilities, too, are required. “Such measures as a continued and 
broadened Hospital Survey and Construction Act, as suggested by 
the President, and the proposal of your Mr. Wolverton in H. R. 6950, 
and comparable Senate bill introduced by Senator Humphrey of Min- 
nesota, seem excellent to me. 

These same measures, with their emphasis on statewide and regional 
planning, organized group medical practice, and prepayment for 
comprehensive medical services, would also be of assistance in im- 
proving the organization of our health services and in financing 
them, too. 

Another important element in “tooling-up” is the continuation of 
Federal grants for medical research, including assistance in the con- 
struction of facilities for such research, authorization for which is in 
most of the Research Institutes Act, but in recent years there have 
been no appropriations for construction of facilities for research. I 
think they are badly needed. 

While there are differences of opinion about the proper role of the 
Federal Government in the encouragement and financing of these 
“tooling-up” measures, I do not think many people would question the 
need for some means to be found to accomplish them. My own view 
is that it is possible as well as desirable for the Federal Government 
to take the lead in solving what is, after all, a nationwide problem 
without, at the same time, threatening the freedom of the medical 
schools, hospitals, research laboratories, and individuals involved. 

The “ongoing phase” is far more complex, more difficult, and more 
controversial. In this regard, I noted with great satisfaction as a 
former Chief Medical Officer of the Federal Office of Vocational Re 
habilitation, the President’s emphasis on enlarging and strengthening 
our Federal-State program for the rehabilitation of the disabled. 
Certainly no program in the health field illustrates more distinctly 
than does rehabilitation that good health pays off: in lower depend- 
ency and relief costs in productivity, even in personal income taxes. 
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This will assist the handicapped, but there are other groups for 
the improvement of whose health the Federal Government might, | 
believe, properly take some direct leadership in the improvement of 
the health of Federal employees, people In rec eipt of feder ally aided 
pub lic assistance, and persons de pendent upon old age and survivors’ 
imsurance. By contributing part or, if need be, all of the premiums 
for prepaid medical care insurance for these groups, on what might 
be called the employer contribution principle, the Federal Government 
would be aiding whe re aid, in many instances, is badly needed and, 
indirectly, would be stimulating the growth of prepaid medical and 
hospital care plans. 

The groups just mentioned are easily identified and are, one way 
or another, already related rather closely to Federal Government 
operations. _ there is a group, much harder to define, variously 
estimated at from 20 to 40 million in number, who may need assist- 
ance, at one time or another, in meeting medical costs, or even in 
paying medical care insurance premiums. There is also the problem 
of encouraging the development of the best and most comprehensive 
prepayment plans. Should the Federal Government have any part 
in solving these problems? The President’s Commission, already re 
ferred to, felt that at least stimulation from the Federal Government 
was desirable in these areas and suggested grants-in-aid to the States, 
on a matching basis, for these purposes. The idea was to provide 
grants large enough to attract the interest of States and local com 
munities, and thus to stimulate local initiative, but not so large as to 
be a burdensome Federal expense nor to threaten any Federal domi- 
nation. This still seems to me to be an idea worth careful study. 

Yesterday I had an opportunity to confer with Mr. Jerry V oorhis, 
with whom I am associated in the Cooperative Health Federation of 
America, after he had testified here. He asked me to say that since 
he had not been able to study the President’s message before testify- 
ing, I would be speaking for both of us in presenting this part of 
my testimony. Specifically, we would urge that means to found to 
place particular emphasis upon encouraging the establishment and 
growth of comprehensive, direct medical service prepayment plans, 
with organized medical groups to provide the services and with the 
public strongly represented on the governing bodies. I refer to 
plans similar in character to the Health Insurance Plan of Greater 
New York, with the establishment of which I am proud to have been 
associated. 

These plans, though small in number, have already amply demon- 
strated in widely scattered parts of the country that it is both finan- 
cially and professionally possible to provide comprehensive direct 
services of high quality within the means of large segments of the 
community, particularly when aided by employer contributions. This 
is a financial necessity of a large segment of the community. 

Mr. Wolverton’s bill for loans to construct facilities for such plans 
would be one helpful measure. Another would be loans or grants of 
capital sufficient for organizing purposes where a group of citizens 
has given indication that, if financed, it could establish such a plan. 
Certain restrictive legislation in the States, and certain opposition 
tactics against such plans by local medical societies, would, in some 
way, have to be eliminated for the best promise of success. 
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Finally, the proposals for reinsurance for certain health insurance 
pli ins might be an encouragement to the comprehensive, group prac 
tice type of plan, if satisfactory arr: ingements could be worked out. 
For one thing, a reinsurance scheme or any reinsurance plan, would 
need careful safeguards to make sure that it was rewarding the most 
efficiently operated plans and not rew: eng inefficient or extravagent 
ones. For another thing, care should | re taken, as 1S indicated in 
om R. 6949—which I realize is a bill drawn in 1950 and reintrod a 

discussion purposes—that premiums be in some way related to 
the s siaiedbe s ability to pay. But, on the other hand, in the same 
bill appears a clause, section (10) (C), page 16, line 4, 


(hat all licensed physicians in the State where the association is located shall 


» eligible to render protessional services to subscribers 


which would seemingly eliminate comprehensive group practice pre 

payment plans by definition, since virtually all of them must of 
necessity contract with limited panels or groups of physicians. Here 
the phraseology might be altered to assure freedom of the subscriber 
to select such a closed panel plan or not, as he desires. Moreover, 

the possible implied limitation of compensated physicians’ visits to 
12 in any 12-month period (p. 15, line 20-21) would be undesirable, 
from the point of view of a comprehensive service plan. 

Perhaps a reinsurance schedule could be devised to which the 
premiums paid by an insurance plan would be reduced in amount as 
the cé mprehensiveness O f its benefits to subscribers was broadened. 
This might be financially justifiable, I should think, on the grounds 
that in a plan where basic preventive, diagnostic, and therapeutic 
medical services of high quality were available LO subseribers, there 
would be a much smaller, though still appreciable, risk of overwhelm- 


r expenses connected with catastrophic illness. In other words, 


where a prepayment plan is helping to ke ep its subscribers well, treat 
Ing them early in illness, furnishing health cacti visiting nurse 
service in the home, and sO On, the chances of very heavy costs for 
nany serious cases would be fewer and hence might be justifiable that 
ts premiums can be lower for reinsurance. 

In conclusion, Mr. Chairman, I wish again to express my apprecia 
tion for the opportunity of appearing before you. I wish also to 
summarize my Views in this important matter by stating that I would 


urge your committee to kee p « ‘onstantly in mind not only the financial 


} 
) 
I 


factors in obtaining medical services, important as these are, but 

ilso the factors directly influencing the health of the popul: ition and 
the quality of health services it receives. To this end, I would em- 
phasize the need for measures to assure an adequate supply of well- 
qualified professional personnel; sufficient modern facilities; research ; 

and encouragement of medical service organizations designed to sup 
ply compre shensive preventive, diagnostic, and the rapeutic medical 
services of the highest quality. 

The Cramman. Dr. Clark, while we realize that while your state- 
ment is not complete, that it does contain many thoughtful sugges 
tions. As I have already said, coming from the mouth of a man with 
such a broad experience as yours, we are entitled to have serious con- 
sideration of this subject. 

I am inclined to think as the work of the committee progresses, 
particularly when it takes up the question as to the form of legislation 


’ 
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we shall write, that a person of your wide experience can be very 
helpful to the committee in the formation of such legislation and I 
trust that we will have that, and be able to call upon you and have the 
benefit of your e “ge rience in that respect. 

Dr. Crarx. Mr. Chairman, I shall be happy to be at your service 
at any time. 

The CHatmrMan. Thank you. 

Are there any questions, gentlemen ¢ 

Mr. Dotiiver. Mr. Chairman. 

The Cuarrman. Mr. Dolliver. 

Mr. Doxitver. I observe, Dr. Clark, that you are an M. D. 

Dr. Ctark. Yes, sir 

Mr. Dorutver. A member of the medical profession, and a very 
distinguished one, I may say. 

One of the matters that has been extremely difficult for me, and I 
am sure other members of the committee, has been the apparent con- 
flict there as between the attitude of the medical profession and the 
lay people who are interested in the health program—that is, I mean 
the nonmedica! people. We had a good example of that yesterday 
where one of the witnesses rather vigorously attacked a hospital pro- 
vision, and from that extreme, we have had testimony showing the 
conflict, which has varied down to the rather small conflict as was 
observed in the Kaiser plan. 

Has it not been the historical pattern of the medical profession that 
it has been controlled by States rather than Federal rules and regu- 
lations ? 

Dr. Cuark. Physicians are licensed by the States. 

Mr. Dotuiver. That is what I mean. 

Dr. Cuark. And public-health measures, by and large, are under 
State laws, except those hic h have to do with foreign quarantine and 
so on. 

Hospitals are chartered, or licensed by States in most instances. 

So I think your statement is essentially correct, sir. 

Mr. Dotutver. Well, does not this whole program which you have 
so well outlined, envisage rather a new and different kind of attitude 
toward health, and the healing arts, that is to say, is more or less an 
intervention of the Federal Government into that field in a new and 
different way ? 

Dr. Crarx. I do not think I would put it quite that way, sir, if I 
may say so. 

Mr. Dottitver. I am not trying to put words in your mouth. I 
wanted you to give me some information on that. 

Dr. CiarKx. There have been for a long time, for a very long time, 
Federal grants in aid to the States for various medical purposes. 

Mr. Dotuiver. For example? 

Dr. Ciarx. For example, public health; for example, vocational 
rehabilitation; for medical care of people on the Federal-State public 
assistance, in limited form. 

So that the idea of using national resources to, you might say, equal- 

a bit the ability of the various States to improve their medical and 
health facilities, is not new. Some of the applications of this general 
idea given in my remarks are new—not new ideas, but they would be 
new programs if adopted; new in practice. 
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Mr. Dotiiver. Would you elaborate on that statement ! 

Dr. Ciark. There are, for example, no Federal funds available at 
the moment, directly, for the medical care of people living on old 
age and survivors assistance. Those people, if they need medical care 
and have no resources other than their OASI, usually would have to 
get local or State public assistance. It is true that some Federal aid 
would be included in old-age assistance. 

Mr. Dotiiver. Well, as I understend your statement, this thing 
that you envisage in this whole thing is not a direct interference by 
the Federal Government ? 

Dr. CuarK. No, sir. 

Mr. Dotiiver. But is rather an attempt to influence the local peo 
ple, through grants and aids in other ways; is that correct ¢ 

Dr. Cuark. Yes; in saying that, that is essentially the position 
taken by the Commission, which we mentioned last year; Presiden 
Truman’s Commission. That grant-in-aid formula is not toh assist 
ance financially, but is a stimulator of local initiative. 

I am not sure I can give the figures correctly, but they can be veri 
fied—illustrating that. Grants-in-aid for public health were started 
in a general way with the Social Security Act in 1935 or 1936. At 
the beginning of that program of grants-in-aid for public health, the 
Federal funds constituted approximately half of all funds used for 
public health in the States. Now although there are vastly more Fed- 
eral dollars than the funds being expended for public health in 1935, 
Federal funds constitute only about 25 percent of the total 
expenditures. 

In other words, the State funds called forth by the Federal-State 
program have gone up much more rapidly than have the Federal 
grants. I think one can safe ly say that a part of that shift was due to 
the stimulus provided by the Federal grants. 

Mr. Doxurver. Substantially, would that increase in the total 
amount in spending result in a decrease in the Federal share? Or, 
has the actual dollar amount expended by the Federal Government 
increased ¢ 

Dr. Crark. Oh, yes; quite a bit. I cannot really say how much. 
It is 2 or 3 times the original amount. 

Mr. Doxtiver. But the States’ amounts have increased —— 

Dr. Cuark. More rapidly. The State and local. 

Mr. Dotutver. I beg your pardon. 

Dr. CiarK. The State and local. 

Mr. Dotuiver. The State and local ? 

Dr. Ciark. Yes, sir. 

Mr. Douutver. Has that been coincidental with what might be 
termed “an improvement” in the public-health service in the local 
communities ¢ 

Dr. CuarKk. Very much so. There is no question about that. 

Mr. Douutver. Is that visible and observable to a member of the 
medical profession or the members of the medical profession through- 
out the country ? 

Dr. Cirark. Well, I should think so, sir. 

Mr. Dotutver. What I am thinking of is, you are, I take it, a resident 
of Boston and interested in an area where there is a high concentration 
of population. 


Dr. CuarK. Yes, sir. 











1914 HEALTH INQUIRY 


Mr. Douuiver. Iam wondering if that same observation would apply 
in areas like I represent, from the country, or Mr. Heselton repre- 
sents, who is from western Massachusetts. 

Dr. CuarK. Yes: I think that is a oe in a great many rural 


ireas—perhaps not all—because the States are free to use the Federal 
funds for local assistance, if they wish; but east ‘ntly it has not been 
possible for them to do as much as they might wish to have done. 
Nevertheless, I would say that it 1 i. fair statement that, generally 
speaking, public health services have improved very much throughout 
the country ring the la t 15 yea 

a. Doxtutver. You are {= liar, of course, with the Hospital Con- 

ae Act. 
Dr. ARK. Yes. 


Mr. D LLIVER. oe. you had an opportunity to observe the oper- 

tions of the Hill-Burton Act? 

Dr. CiarK. Yes, sir. 

Mr. Do.utver. Do you have any comments or criticisms to make on 
that? 

Dr. CuarK. I have this comment to make. We had a meeting about 
a month ago, or so, where all of the projects that have been approved 
in Massachusetts were reviewed by a large group of people—not by 
any means simply hospital people, or simply those benefited at all— 
and I would say that with very few exceptions the funds have been 
used extremely well in Massachusetts and have met the needs of both 
the rural and urban areas, by providing modern hospitals. 

Mr. Do.iiver. One criticism—and it is quite a severe criticism— 
I have heard of the operation of the Hospital Construction Act is this, 
that where Federal aid is granted, the cost of construction is some- 
times nearly double what the cost of private construction is. I have 
a specific example in my own district where in one community they 
accepted Federal aid and in another community they built their own 
hospital, and each community acquired substantially equal facilities, 
but the Federal-aid hospital cost nearly twice as much as the locally 
constructed hospital. 

Do you have any experience or do you have any comments to make 

about that ? 

Dr. CiarK. I am a little bit surprised to hear it. I do not doubt 
that it is true in some instances. 

Mr. Dotutver. I am not trying to give specific figures. That is the 
information I have. 

Dr. Ciark. Because after all, the determination of what is to be 
expended, how it is to be expended, is a local matter and State matter. 
However there could be one explanation, namely—and I do not say 
that it applies in your particular district, sir—but there could be one 
explanation, if this is true generally, and that is that there have been 
certain standards established, agreed to by the States, applied in the 
Hill-Burton Act, generally; standards of construction for safety, 
for purity of water, sewage disposal, and that sort of thing. That 
sometimes does mount up. 

The other comment that I would make is that I know of two hospi- 
tals in Boston, very close neighbors of each other, one of which built 
its wing with its own locally raised funds, and the other with Federal 
aid, and to the best of my knowledge, the construction costs of those 
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two were about the same. I do not have the exact figures on that 
I can get them if you want them. 

Mr. Douuiver. In the Hospital Construction Act, and in the ad 
ministration of it, are certain standards set up there that are relat vely 
high ¢ 

Dr. CLARK. Yes, Sir. The re are COonstructlo st indards et up 
Well, I] clo hot know just how we would know W ethe1 they iit 
relatively high. They are higher than some private hospital 
struction has been in the past, and in my judgment, justifiably 
because some of the hospitals have been pre tty badly built. These are 


mainly standards, as I have said, for safety, for assurance of good 
water, and good sewage disposal, and things of that sort; safety meas 
ures for the nursery for the new born infants, operating rooms, and 
things of that ort. They require a certall itumnber of quare feet pel 
bed. | cannot recollect ex ctly, but that the cvene il idea, 


Mr. Dotitver. Thank you. 

The Cuarman. Any questions, gentlemen / 

Mr. THorneerry. Mr. Chairman, 

The CHamman, Mr. Thornberry. 

Mr. Tuornserry. Dr. Clark, I am interested in your discussion 
of the reinsurance proposal and you stated that it would be necessary 
to pro\ ide certain safeguards. 

I would assume that you mean by that, if we are to enter upon th 
reinsurance proposal, that it would be necessary for anyone to qualify 
under the prepayment plan, or whatever is involved, that they meet 
certain standards set in the act or by the Feder | Government. 

Dr, Cuark. | should think it would be necessary, sir, if you want 
to have any assurance that the funds are wisely used, 

Mr. Trorneerry. I notice in your statement that you say it woul 
be necessary to make provision for safeguards to make sure that it 
was rewarding the most efficiently operated plans and not rewarding 
ineflicient or extravagant ones. I suppose from your viewpoint if 
would involve probably encouraging prepayment plans that are not 
in existence at this time? 

Dr. Cuark. I do not quite understand what you mean, sir. 

Mr. TuHornperry. That are not in existence at this time. I mea 
plans to have new features, not in existence at this time. 

Dr. Cuark. Yes; I would hope that a reinsurance scheme could be 
so arranged that it would, while not penalizing any honest organiza 
tion, at the same time, have an incentive in it that would tend to en 
courage the better, the more comprehensive types. That is what I 
would hope. 

Mr. THorNperry. The reason I asked the question, and of cours 
I am sure it will be developed, and I am not as well informed on this 
probably as others are—probably there is no need for reinsuring the 
plans already in existence, because they are in existence and function 
ing, whether you say that they are functioning as well as you want 
them to or not; they are functioning, and so if you are going to in 
troduce this policy of reinsurance somebody certainly has in mind a 
radical improvement or radical departure from existing conditions 
Is that correct ? 

Dr. CrarKk. I see what you mean now. I do think so and, in the 
case of the existing plans, whether they are comprehensive in benefits 
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or not, all of them are, by necessity, obliged to be rather restrictive in 
their enrollment. Most all of the successful ones are based on group 
enrollment; but if a person is not employed; if a person is retired, or 
handicapped, or has some chronic disease, or is not in a group that is 
easily ace ae to enrollment, such people have a hard time getting 
any of this sort of insurance. They may obtain it through individual 
insurance company policies, but these are necessarily very expensive 
because of the collection problems and the sales problems in individual 
insurance, the expenses of which are very high. 

So that I think that a reinsurance scheme could in some way assist 
the existing plans to enroll the poorer risks, the ones they can’t or 
won't or at any rate do not enroll at the present time. 

Mr. TuHornperry. I believe that is all, Mr. Chairman. 

Dr. CiarK. I would like to add one more thing, if I might, and that 
is I think it would be possible to extend the length of benefits, perhaps 
with reinsurance. Most of the existing plans—not all—have a certain 
term after which the benefits cease, and of course, the particular person 
with the long-term illness who is hardest hit by the expenses of a long 
illness is the one who is most affected by these limitations. 

So I think the reinsurance proposal might be able to lengthen the 
term of the benefits. 

Mr. THornpBerry. Now, since you have brought that up, I believe 
I will ask one more question, Mr. Chairman. M: aybe we have gotten 
far enough along with the questions, to get some information on this. 

Another problem in my mind is when you go into this field, is it 
necessarily true that the plan must contemplate, the proposal, must 
contemplate, that these plans must be very comprehensive or you 
create other problems, such as those of people who will not come within 
the plans, having their medical costs increased? Is that going to be 
involved? I notice that all of the testimony we have had here on 
these plans indicates that the cost of hospitalization, hospital costs, 
medical costs, and fees seem to have been increased. I mean, that the 
plans are not quite comprehensive enough. Has that been your 
experience ¢ 

Dr. CiarKx. Well, I think that is true; but there are several factors 
in it. In the first place, to an extent, that is not very easily deter- 
mined, the utilization of doctor services and hospital services has in- 
creased in a necessary and desirable way. People are getting some- 
thing that they did not get before, and they need it. 

Mr. Trorneerry. I think that is right. 

Dr. Ciark. There is also unquestionably in effect, especially with 
hospitalization—I should say it is quite clear—that there are some 
admissions that would not be admitted if they did not have insurance. 
That is partly due to the fact that most of the insurance for physicians’ 
services do not include diagnostic work and X-rays, and so on, outside 
of the hospital. Therefore, the natural tendency for any physician 
and his patient, if he has got to have a series of complicated tests, is 
to shove the patient into the hospital, because he is insured. I do not 

say that that is always consciously done; but I think it is inevitable. 

We have not finished the survey of the Health Insurance Plan of 
Greater New York sufficiently to tell whether our expenses on hos- 
pitalization has been less than that of other insurance plans or not. 
In the case of the Health Insurance Plan in New York, it does provide 
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for diagnostic and laboratory services outside of the hospital. There 
have been surve ys in other comprehensive insurance plans that show 
a good deal smaller use of hospitalization by the subscribers of those 
comprehensive plans than by those covered by the hospitalization 
plans only. 

But, there are difficulties in interpreting that data. I think we 
will have some from the New York studies in—I do not know the 
number of months now—it is in the works. 

I de not think insurance has increased hospital costs except as 
utilization is reflected in the costs, and perhaps as utilization of certain 
laboratory, X-ray, and laboratory tests may have been a little excessive 
at times. 

It is awfully difficult to prove that, you know, because you can 
show that there has been a great increase in the use of laboratory and 
the X-ray for everybody whether insured or not. 

Mr. THornperry. I think that is true. 

Dr. Crark. Now, the other thing you may have been referring to 
is, it is often stated that when a person has an insurance policy for 
physicians’ services, which pays, say, $100 for a certain procedure, 
it is alleged, let us say, that some surgeons have raised the fee to that 
person a little higher than otherwise. I do happen to know of 1 
individual, and this is hardly satistically valid information, | 
woman who had 2 babies in rather close succession. She had the 
same obstetrician. At one time she did not have the insurance—the 
first time—and the second time she did. She got charged just exactly 
the additional amount the second time that she had in her insurance 
policy. I think that there is a good deal of suggestive evidence that 
that has happened. This may not be quite so malicious as it sounds, 
because it could well be that the doctors in the earlier instance were not 
getting a decent return and in the later instance they were more nearly 
adequately compensated. I know that that is true of the hospitals 

Mr. Tuornperry. I think that is all right now, Mr. Chairman. 

Mr. Hesevron. Mr. Chairman. 

The Cuarrman. Mr. Heselton. 

Mr. Hesevron. Dr. Clark, here is a point that I would like to pursue 
a little further and have the benefit of your experience, especially in 
Massachusetts, as against the definite testimony relating largely to the 
area of Akron, Ohio. 

That testimony indicated that there is no publicity given; there was 
no accounting, to the public, or available to anybody, with reference 
to the financial operations or costs, indicating that at least there was 
doubt in the minds of the public and the belief that there was a 
possibility that the hospitals were operating on a very profitable basis. 

From my limited knowledge of the situation in Massachusetts, I 
have been led to believe, at least in Massachusetts, there are few if 
any hospitals actually operating on a profit. They rely on fairly 
regular appeals to the public. And, the financial statements are always 
made available to the public. 

Would you care to make a statement with reference to at least the 
conditions you know exist in Massachusetts ? 

Dr. CrarK. Yes, sir. These are the voluntary nonprofit hospitals 
you are referring to, mainly, I suppose. 

Mr. Heserron. Yes. 
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Dr. Crarx. Very few of them even break even. There are a few 
that take very few charity cases, that manage to about break even; 
but they certainly do not make a profit of any substantial size. I 
would not even call it a profit. In some years they may have a surplus, 
but they use it up the following year. It never goes to any individual 
as a dividend or anything like that. 

And, in answer to the second part of your question, all of the hos- 
pitals in Massachusetts that wish to contract with the Blue Cross, or 
to receive public welfare patients have to submit to the State com 
mission on ees and finance full financial statements an 
nually. We ar ee nee: 

Mr. Hesevron. And is it not also true that in connection with the 
appeals to the public for assistance, they do furnish the essential finan- 
cial statements ¢ 

Dr. Cuark. That is true. In the Boston area, the organization that 


raises fi oa known as the United Community Services, as you un 
doubtedly know, and we furnish the United Community Services es- 
sentially the same full financial statement as goes to the State com 


mission on administration and finance. 

Mr. Hesevron. I recall that is true, in fact, in every part of Massa- 
chusetts. 

Dr. Crark. It is true throughout the State of all hospitals that 
want to contract with the Blue Cross or have public welfare patients, 
which means all hospitals. 

Mr. Hesetron. ] perso nally have had some experience with it in 
my own commu! ity. The i e on which ] served had the obli- 

gation of deciding how the appropriations would be set up, for the 
several services in the community, and at that time the person respon- 
sible for the county hospital had to give us full and detailed statements 
on the income and outgo, so at least we knew what the cost of the 
operation of those hospitals was. 

Dr. Crark. Well, these statements are filed in the State House and 
are public information which anybody can get. 

Mr. Hesevron. You made reference to something in your statement 
which has been brought to our attention repeatedly by other witnesses, 
when you said some restrictive legislation exist in certain States, and 
certain opposition tactics have been used against such plans by local 
medi al soe 1letles., 

Turning to the first point, restrictive legislation, is there any such 
restrictive legislation in Massachusetts ? 

Dr. Cuarx. No; there is not, sir. Massachusetts is in a slightly 
peculiar situation in this regard, because in, I think, 1938—I cannot 
remember the 4 eat when Senator Saltonstall was Governor—two bills 
were introduced in the legislature and both passed. One of these laws 
authorized the State medical society to organize a prepayment plan, 
which has been established and is known as the Blue Shiel« 1, while the 
other Jaw authorized the establishment of plans under consumer 
auspices. One consumer plan was started, called the White Cross, but 
it was very hard hit by the war and most of its doctors had to go into 
the service and it finally folded up. The charter under that law is 
ctill in existence oe as far as I know there would be nothing to prevent 
another plan of the same kind under consumer sponsorship to be 
started in Massachusetts. 
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The same is true in New York, where the Health Insurance Plan is 
in existence. The same is true in a number of States. But in about 
half the States there exists what appears to be restrictive legislatio 
Most of this has not been tested in the courts, but it is expensive to go 
into the courts and test legislation. So the effect of the mentee 
whether it will stand up in the courts or not, has been the same as 1f i 
would, because it has discouraged efforts to form consumer- pa 


plans, since the legislation appears to restrict the right to organiz 
medical insurance plans to the medical societie The restrictions are 
worded d fferently in the different me 

I think that with some encouragement through the reinsurance 
scheme or of some other kind, such as that the chairman proposes i 


his bill for loans to create facilities, possibly some of this restrictive 
lemislation might be repealed or might, at lea t, be court tested. 


‘here are two States, as you perhaps have heard, where specific 
leoislation has been enacted (two States besides Massachusetts and 
New York) in recent years specifically authorizing consumer-spol 
sored plans to operate; namely, Wisconsin and Illinois. 

Mr. Heseiron. I want you to discuss briefly the second portion of 


that statement which you made that there is “certai i Opposition tac Li 
against such plans by local medical societies.” We have had test 
mony to that effect 

Dr. CLark. Yes, sir. 

Mr. Heserron. I believe that there have been statements that that 
type of opposition varied; was not quite as vigorous in some parts of 
the country as in others. 

At least, I would like to have your views as to what the situation 
is now in New England. 

Dr, Ciuark. The White Cross had a pretty hard time with the med 
ical societies. I was not hving in Massachuse tts then, so I cannot tell 


a 


you first hand just what was done. I know more about what happened 
in New York and in Minnesota, and I can describe it a little better in 
certain other places like Seattle. 

1 would like first, if I may, sir, to gO back into history a little bit, 
because it happens Iam a native of Minnesota, and my father was the 
treasurer of the Northern Pacific Railroad, and of the Northern Pacifi 
Benefir i al Association, which is a very old consumel sponsored asso 
clation. It is actually the employees of the railroad nye govern it. 
It is a consumer-sponsored prepayment plan that began in 1883, and 
is still inexistence. It covers voluntarily virtually all of the employees 
of the line from St. Paul to Seattle and Tacoma. The last I knew of 
it—and I cannot say that this is certain information—it was a group 
pre uctice ] vlan. The doctors are on part-time o1 full time salary. The 
Assoc sation owns 4 hospitals, and provides service to around 20,000 
employees and their families. The families are not insured but can 
come into the clinics and hospitals, but they pay additional fees i 
that case. 

I mention that plan because it started in 1883. There was no oppo- 
sition to it. There never has been any. There is not any today, to the 
best of my knowledge anywhere in any of those States which the 
Northern Pacific passes through. There are a good many other indus 
trially sponaored plans that have been in existence since the early 
part of this century or the latter part of the 19th century, and there 
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has not been any opposition to most of them. There are the Southern 

-acific, the Chesapeake & Ohio, and a lot of mining companies, and 
so on—the Endicott-Johnson plan in upstate New Y ork is another. 

But, in recent years when the medical societies were paneanins 
the Blue Shield type of plan, there seems to have arisen a good deal 
of opposition to Saar types of plans being started in the same area. 
I know that was true in New York. As to the kind of tactics, I do 
not know that these are necessarily inspired by anybody as an or- 
ganizational matter. I can understand very readily how these things 
arise. 

If you were a doctor in practice in Queens Borough, New York 
City, and you have a certain patient and his family in your practice 
who happens to become enrolled in the Health Insurance Plan, and 
you see him disappear ard go into a medical group 3 blocks down 
the street to get his medical care—however good that medical care 
may be—you are going to be kind of aggravated in seeing that patient 
disappear. I cannot say that I blame you. 

On the other hand, I do not think that that necessarily justifies the 
type of reaction and type of tactics that were used as a result of the 
reaction. I mean, we have competition in other fields of endeavor 
in the United States and I dare say, Macy’s does not like to lose a 
customer to Gimbel’s, either, but they do, constantly. And, I do 
not think that, therefore, that this competition—which it is—with 
other insurance plans justifies such things as threatening a man’s 
hospital privileges. 

In New York, as far as I know, with perhaps one exception, there 
have been no men whose hospital privileges have been actually re- 
moved. They have been in other States—right here in the District of 
Columbia they were—but there have been plenty of instances in New 
York where the physicians going into HIP were given to under- 
stand that something awful was going to happen if they joined HIP. 

They might expel a man from the medical society, which in most 
localities also deprives him of his hospital privileges. That has 
happened in a number of places. Or, he might not be admitted to 
the medical society, if he moved into a certain locality and went into 
such plan. That has hi appened in a good many instances. 

If the medical societies were just social clubs, it would not make 
too much difference, but the fact is that the medical society has a 
great deal of influence, direct and indirect in the community, par- 
ticularly on hospital privileges and things of that sort, which is 
life’s blood to the doctor. So, if he is denied membership in the medi- 

can society, he is pretty hard hit. And, that has happened very widely. 

I can goon. I am sure that you have heard from others. I could 
give you details. They are repetitious. I could give you details from 
one locality to another, but I do not think that would necessarily 
mean that there is a great plot on. I think it is a very natural and 
understandabie reaction, but I do not see that that justifies the type 
of coercion or coercive tactics that have been adopted. 

Mr. Heserton. I am very glad you made that statement. It is a 
little difficult for me to visualize just what Congress or this committee 

‘an do, constructively, or effectively. Rather, I think it is a matter for 
the medical societies and for persons like yourself who are willing to 
come here publicly and take the leadership. 
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I have been interested and followed rather closely the public com- 
ments on the radio and in the press, after the President’s message. It 
has been most encouraging to observe the appeals that are made to all 
of the people to give this program support. I do hope that more and 
more of the people in the medical profession will follow your example 
and be willing to make these kind of statements. Probably this is 
about the only forum that is open to them, those in the profession and 
those among the public. 

I certainly am delighted to hear you and I appreciate your contribu- 
tion to the work of this committee. 

Dr. CuarKx. Thank you. 

The CHatrman. Any further questions, gentlemen? 

Mr. Sprincer. Mr. Chairman. 

The Cuarrman. Mr. Springer. 

Mr. Sertncer. Dr. Clark turning to page 3 of your statement, para- 
graph 2, I quote: 

“Certainly, some form of assistance to increase our supply of doctors, 
nurses, dentists, and public health workers is necessary.” 

What would be your plan to do that? 

Dr. Crark. I beg you pardon, sir. 

Mr. Springer. What would be your plan to accomplish that 
purpose ? 

Dr. Crark. Well, I agree in general with the recommendations of 
the President’s commission in this regard. I think if it had not been 
for an unfortunate, almost chance incident, we would have seen Fed- 
eral aid to these forms of education on our books now. All these four 
groups feel this need very urgently and all but the medical profession 
are very much in support of what was once S. 337, I think, the Senate 
bill that I believe did pass the Senate at one time. 

Right now, the schools of public health, for example, are strongly 
in favor of such aid for public health schools. So is the American 
Dental Association—for education of dentists. And, as you know 
there are special bills with regard to the aid of the schools of nursing— 
particularly the Frances Bolton bill. 

And I personally have no alarm about some form of Federal aid, 
provided there are certain safeguards against domination, if you like 
[ think those were pretty well embodied in those earlier bills. For 
example, it was provided that not more than one-third, I think it was— 
it might have been 25 percent—of the total budget of the medical 
Therefore, if a school had financing for 75 percent of its operations, 
let us say, from sources other than Federal funds, there was not too 
great a chance that the 25 percent tail would wag the dog. 

There are other safeguards which I do not need to detail to you, 
perhaps now; but I do not see that these giants would be threats. I 
do think there are very good reasons for this being a national program. 
There are a good many States that do not have any medical schools, 
In Massachusetts there are 3, and there is 1 in Connecticut, but there 
are three New England States that have no medical schools at all. 
The students from those States who go to medical school, go to schools 
in other States in New England, or some place else and pay what 
tuition they can; the tuition is never anywhere near what it cost to 
train them. So, it is an interstate problem and not an intrastate 
problem, and, therefore, one which I think could properly come to 
the attention of the Federal Government. 
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Mr. Rogers. Will the gentleman yield? 

Mr. Srrincer. Yes, I will yield to the gentleman. 

Mr. Rogers. Doctor, do you advocate the Government setting up 
scholarship funds? 

Dr. Cuark. I beg your pardon. 

Mr. Rocers. Would you advocate the Government setting up a 
scholarship fund, so as to provide facilities for training of doctors? 

Dr. Cuarx. General scholarship funds? 

Mr. Rogers. Yes. 

Dr. CLARK Wi ll, the re have been proposed military scholarships. 

Mr. Rogers. I beg your pardon. 

Dr. CrarK. I am not sure that it has been put in the form of a bill, 
but there has been propos d scholat rships for Armed Forces candi- 
dates. W hic nh would seem probably logical, to help them through medi- 
eal school. 

As fol ot eral scholarship funds, I do not know. That is one I 
had not really given much thought to. I should like to see more 
ni rf mg me put it this way—lI should like to see more 


scholarships for medical students, and other students in these other 
fields, and I do not fear some tax « mtribution toward such scholar 
ships. The les of vetting a boy ora oir] through n edic: ul Sc hool, 
financially, is something terrific. The result is that undoubtedly we 


lose many good candidates that we could otherwise have because they 
cannot afford to go to medical schools. They cannot a‘ford to go 
through college in the first place and the add another 4 vears in the 
medical school at tuition of $800 or $1,000 a year and not ending with 
that, but then adding 3 or 4 years in a hospital. That is a pretty long 
pull. So that we know that we are not ge tting the people that, in 
many instances, we ought to get. 

There are other problems in this connection. In the President’s 
Commission we had a good deal of evidence in the North Carolina area 
where we had one public hearing, which indicated that it was very, 
very difficult for Negroes to get into or through the medical schools, 
not necessarily because of racial discrimination, but because of this 
whole long pull, financially. 

Then there is this problem in connection with medical education, 
not directly related to finances, but having to do with the State 
medical schools. The State medical schools have done a very good 
job and have a very good record in this country. They have a good 
record of education. But, more and more there has been a tendency 
for the State legislatures or State governments to oblige the State 
medical school to give priority to applicants from within the State. 

Well, that has resulted in certain instances in the medical schools 
having to take people who really were not very well qualified for medi- 
cine, when the school had applicants from other States who were far 
better qualified. 

Now I think that is one of the best reasons for Federal aid, because 
Federal aid would tend to reduce the necessity of feeling, on the part 
of the State legislatures or State government, that they had to restrict 
their admission to local residents or at least give priority to them. 

Mr. Sprincer. Doctor, what was the evidence before the President’s 
Commission, as to the numerical shortage of doctors ? 

Dr. Ciark. That is a difficult question. We all know there are areas 
in the country where there are not enough doctors. No one will deny 
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t How many more we should have. or whether they would go to 
he areas needed, if we had them, is a very difficult question. One 
vould suppose that if we had a larger sup yply of doctors that they 


ne essarily would spread to a larger geographi KK il area, because the 

! ipetition would be too great. in . crowded areas. 

Mr. Sprincer. What is the number that is needed; that is what I 

n trying to get at. 

Dr. Cuark. You can get statements any where from 15,000 to 
5,000 and 60,000, depending upon what measure you choose to use. 
If you want to say that all areas in the cor ntry hould have as many 
loctors per hu dred thousand of population as let us say New York 
does. or Massachusetts does, well, vou would | ave to have, I think, 
15,000 more physicians. I do not remember the ote but it is some 

@ like that. If you wanted to Say that everyone heute be up to 
edian number of physicians per hundred thousand for the coun 
1 whole, it would be a smaller number. I cannot tell you what 


but there are tables that how you this: tables in our report, 

‘identally. 

Then of course, if you wv inted to bring it up to some thing else, w] Vy 
it would be perhaps fewer. If you want simply to keep the number 
f physicians we have now per hundred thousand of pop alati on, as 
t is today, you still would have to have some increased number of 

idates cing to medical schools, if the population rate increase 
Keeps up. 

Mr. Sprincer. Would that be 15,000? 

Dr. Cuark. I cannot tell you exactly, sit 

Mr. Sprincer. Does that mean that you are going to have to have 
more medical schools, or does it mean that you are going to have to 
expand your present facilities to take advantage of and to educate 
more doctors 

Dr. Cuark. There could be some more medical schools: yes; but it 

very difficult to start a medical school. It would be easier, and I 
think at the moment, better, to do this through expansion of schools 
rather th: an esti ab lis hme nt of new schools, by and large. There are 
probably places where that is not true, but to form a good medical 
school requires a terrific amount of capital and even more important, 
requires a very highly trained faculty, and they are hard to come by. 
They do not exist, in fact. 

Mr. Springer. Let me ask you about nurses. 

The Cuatrman. I have asked the gentleman from Illinois (Mr. 
Springer) to yield, in order that I may make recognition of a large 
group who have come into the room within the last few minutes. They 
are accompanied by their distinguished Congressman, Mr. Fallon, of 
Baltimore, Md., who has been a Member of the Congress for many 
vears, and has rendered very distinguished service, and we feel that 
he has done a very great honor to us as a committee, to bring this 
group of high school students from the Forest Park High School, 
Baltimore, who are accompanied by their instructor, Mr. Norris Wise, 
to attend the hearing of this committee, in order that these young 
folks might see a committee of Congress in action. 

The committee which you are attending at this moment is one of 
the oldest, so far as existence is concerned in the Congress of the 
United States. This committee was formed in 1793 and it has been 
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in continuous operation as a committee, of the House, during all of 
these years. 

It has probably the widest and most varied jurisdiction of any com- 
mittee in the House. The members feel it a great honor to be a member 
of this particular committee. 

Among the many subjects over which this committee has jurisdic- 
tion is that of pub lic health. Today the committee has as a witness 
testifying before it, Dr. Clark, who is general director of the Massa- 
chusetts General Hospitai, of Boston. 

Dr. Clark, who is sitting at the witness table has had a very dis- 
tinguished career in medicine, particularly with reference to those 
groups that provide medical attention to large numbers of people. 

The committee at the present time is considering legislation that 
will provide a health program that will fulfill a gap, group methods of 
enabling the average citizen to carry the heavy cost of medical and 
hospital attention which has become so burdensome in recent years. 

The questions at the moment are being asked by Mr. Springer of 
Illinois. The other members of the committee participate in order 
as one after the other finishes, with the idea of eliciting all of the in- 
formation that is possible from a witness, so distinguished as the one 
we have before us this morning. 

I am certain the subject is a subject of interest to each one of you, 
to your families. I am likewise certain that you are all interested to 
hear the testimony of Dr. Clark, and we will be glad to have you re- 
main as long as you wish. 

I realize that it is undoubtedly the intention of Mr. Fallon to take 
in some other committees. I do not think he will ever be able to find 
one quite as distinguished as this one, but, however, there are other 
committees, including the one on which he serves so ably, and he will 
probably want you to get a cross section of the Congress in its legis 
lative action through the committee system. 

We are honored indeed to have had you present here this mor ning. 
We hope that you will gain something that will be he ‘Ipful to you in 
your studies and that you will carry away a good impression of this 
and other committees of the Congress that it may be your privilege 
to attend. 

Mr. Fallon, do you wish to make any remarks? 

Mr. Fatxion. No, Mr. Chairman, except to express my profound 
thanks to the chairman and the members of the committee for the 
gracious way that you have received these children from Baltimore 
from the Forest Park High School, and they are here with their civic 
teacher and civics class, studyi ing our form of the American Govern- 
ment; getting a better knowledge of it, so that they will be better 
citizens. 

I thank you for your very kind words, Mr. Chairman, and for your 
explanation of the organization and work and purposes of this very 
important committee. 

The Cuarrman. Mr. Springer. 

Mr. Springer. Dr. Clark, returning to this question of nurses. 
How many nurses should we have in proportion to the doctors, in order 
to have enough nurses to do the job in this country ¢ 

Dr. Crark. I wish I could give you a clearcut answer to that 
question. 
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Mr. Sprincer. Let me give youa lead,then. I just had a letter from 
a doctor this morning in my district, to whom I had submitted Mrs. 
Bolton’s questionnaire, which she sent around the other day. 

His answer to that was there should be a nurse for every doctor. 

Dr. Ciark. The need is much more than that. 

Mr. Sprincer. The need is more than that? 

Dr. Crark. Much more. 

Mr. Sprincer. How many more? 

Dr. Cuark. The need is changing, and the need is increasing, be 
cause nurse s are doing so much more than they Seat did. 

Mr. Sprincer. That is what I want to know; how much more? 

Dr. Chane. Well, I think we have something like 3 nurses to 1 
doctor, now. Maybe it is three something. There are approximately 
175,000 doctors in active practice and about 400,000 graduate nurses. 

And, we do not have enough active nurses at that ratio. 

Now, what the ratio should be is pretty difficult for me to answer. 

Mr. Sprincer. Did the President’s Commission make a survey on 


that ? 
Dr. CuarK. Yes; it did. The statement of our Commission was 
that we might be short 50,000 nurses by 1960. They say there are 


365,000 active graduate nurses in practice at the present time which is 
quite an increase since 1900 when there were 12,000. 

Mr. SPRINGER. ea 

Dr. Ciark. Yes, si 

Mr. SprinGeEr. oes many are there in the armed services? 

Dr. CiarK. I do not know. 

Mr. Sprincer. Roughly ? 

Dr. Ciark. I can’t even give it to you roughly. I am sorry. 

Mr. Sprincer. May I ask this? Has the cream sort of been 
skimmed off of the top by the armed services on that ? 

Dr. Cuark. There is not any doubt om that the Armed Forces, the 
Veterans’ Administration, a the Public Health Service have been 
pretty stiff competitors for nurses, cn the salaries are better than 
elsewhere. 

Mr. Priest. Will the gentleman yield for one question ? 

Mr. Sprincer. Yes, I will yield for a question. 

Mr. Priesr. My question is whether or not the figure that Dr. Clark 
has given applies to graduate nurses? It does not include practical 
nurses ? 

Dr. Ciark. Not the one I gave, Mr. Priest, the 365,000 are the active 
graduate nurses. And, there are about 400,000 more auxiliary nurs- 
ing workers, and the statement is that there is need for 450,000 
auxiliaries. 

Mr. Priest. Thank you. 

Dr. Crark. By 1960. 

Mr. Scuenck. Will the gentleman yield? 

Mr. Sprincer. Yes, I will yield to the gentleman from Ohio. 

The Cuatrman. Mr. Schenck. 

Mr. Scuencxk. Doctor, the cost of training nurses, nurses’ training 
in hospitals, as I understand it, is rather high for at least the freshman 
year. 

Dr. CiarK. Yes, sir. 

Mr. Sc HENCK. Would it be fe asib le or possible, or good, to have 
the women’s organizations in the military services, such as the 
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WAVES and the WAC and the SPAR take nurse’s training in the 
military hospitals? Would that be of any help? 

Dr. Crark. There used to be an Army Nursing School. It has 
been closed. And I think most people are dubious about the training 
in military hospitals, not because they cannot do all right from - 
standpoint of the technical training, but because the population of : 
military hospital is a rather unusual one, if you compare it with the 


‘ivilian pop" ulation. There are very few elderly people—relatively 

few women and children, and vet when 1 he nurse goes out into prac 
‘e. 1f she goes into nothe r hospital, s he is voing to take care of those 

people mostlv. Ss is not a very good eae group to train 


girls on, you see, sed therefore, I would not think that was the ideal 
ae 


The problem of nurse education is, as I see it, is partly that, as you 


said, it is expensive for the nurse, although hospital nursing schools 
by and large do not charge a very high tuition. I think our tuition at 
Massachusetts General is $350 for the 8 > years, but. of course. the girl 
gets her room nd board and ll iforms ind then, during the last 5 


ionths of training, we pay her $25 a month. so she gets back $200 in 

ular hospital. The more important problem is that 
of the girl’s time, that is, it takes so many years out of her life, and the 
fact that if her family needs her to work to support them then she is 
not able to do that. A major problem beyo nd that is the cost of run- 
ning a nursing school. The important things that are needed, I would 
say, are some scholarship aid for candidates for nursing schools, and 
aicl to the schools themselves because of the expenses of operation. 

think that both of those things in Mrs. Bolton’s bill. 

Mr. Scuenck. Will the gentleman yield for just one other thing? 

Mr. Sprincer. Yes, I will ce to the gentleman. 

Mr. Scuenck. The point that T was trying to make was that in the 
Navy there are op rt inities for young men to become corpsmen. 

Dr. Crark. Yes, si 

Mr. Scuencx. Many of whom are very expert. 

Dr. CLarK. Absolutely fine. 

Mr. Scuencx. And do a great job. 

Dr. Crark. That is right. 

Mr. Scnenck. Therefore, I am wondering if a similar opportunity 
could be given girls in the Air Force, and the Army and Navy, and 
so on. 

Dr. Crark. The corpsmen are very expert. In fact, at one point 
last summer they practically saved Massachusetts General from clos- 
ing, because we were so short of nurses. We appealed to the Chelsea 
Naval Hospital, and they let corpsmen come over evenings and help 
out. We really would have had to close several floors if we had not 
had that assistance. They were very good and they are well trained; 
but they are trained, I would say, more on the level of a practical 
nurse, than the graduate nurse we know today. For example, they are 
not skilled in certain technical procedures, in giving medicines, intra- 
venous solutions, and things of that sort, which are a very important 
part of a nurse’s duty, if she is in private practice or in a hospital. 

Mr. Sprincer. Doctor, directing your attention to the top of page 4 
of your statement, first paragraph, you mention here as a part of the 


eash, in our part 





———— ae 
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tooling-up program “the continuation of Federal grants for medical 
research.” 

Dr. Cuarx. Yes, sir 

Mr. Sprincer. Did the President’s Commission make any survey of 
how much medical researe hwe ought to make in the next 10 or 1D ye ars ¢ 

Dr. Cuark. How much additional ? 

Mr. Sprincer. Yes. 

Dr. CuarkK. We just recommended that the grants be increased, if ] 
am not mistaken. There were several recommendations about re 
search. One was that there be some change in the method of financing 
research through Federal grants in aid. Now, as you know, most of 
the gore units for r search from Federal ag cles are in the form of pro 
ject grants. This means that if an applicant is interested in doing a 
certain type of experiment he apples for support and may get it for 
1, 2, or 3 years, seldom longer. The statutes under which the research 
grants are made are, moreover, somewhat categorized —heart, cancer, 
mental illnesses, neurology and blindness, and so on. If you hap we n 
to be interested in something that is not in one of those fields, is 
pretty hard to get a Federal orant. 

Our recommendation was that Federal research grants be of a more 
general character and of a longer term. 

I will give an illustration of why we made this recommendation. 
We had in our hospital two young men interested in a certain tech 
nique for the localization of brain tumors, and it was a brand new idea. 
They were unknown men. We knew them, but the Federal agencies 
did not know them. 

Now, we could endorse, and did endorse, the applications for Fed- 
eral project grants, but it was a pretty sketchy notion they had and 
they did not get the grants. I think the Federal Government was 
right, incident: lly, at least under present pole V. 

We happened to have a little fluid money that had been donated 
by the pharmaceutical industry and other friends of the hospital and 
we were able to pul those young men on that support for a trial run, 
so to speak. After they tried out their idea for a year or so, they were 
able to get a project grant. 

The recommendation of our commission was that there be some more 
general sort of institutional grants available, so that an institution 
would have more fluidity in the way in which it could use the money, so 
that, in our particular case, we could have taken some of that fluid fund 
and supported these young men with it while they were trying out 
their idea. 

That was one of our recommendations. 

Another was that the grants should not be so categorized, and that 
there be grants in larger amounts. 

But I am frank to say that we did not make any dollar statements 
of the exact amount of increase that would be pesired. All I can 
say to you is that the promises in what is going on in research is such 
that one certainly would hate to see it curtailed. 

Mr. Sprrncer. Doctor, turning to page 5 of your statement, first 
paragraph. 

Generally from that, I understand that you are in favor of or would 
recommend that there be for Federal employees or people receiving 
Federal assistance, that the Federal Government enter into or con- 
sider the possibility of aiding them in getting medical attention? 
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Dr. CiarK. Yes, sir. 

Mr. Sprincer. Now, what form would that take? I mean, how 
is this going to be financed ? 

Dr. CiarK. I would say that there would be different ways for the 
two groups you mentioned. In the case of the Federal employees 
one would hope that the Federal Government might see fit to act as 
many private employers have, and as the city government in New 
York City has, namely, to permit deduction from payroll for pur- 
poses of paying health-insurance premiums, and to assist by an em- 
ployer contribution. That is exactly what is done in New York City. 

Mr. Sprincer. This is on a voluntary program or a compulsory 
program ?¢ 

Dr. Crark. I was implying, I think, a voluntary program, sir. In 
New York City, the city government, under a special statute that was 
passed in the early years of Governor Dewey’s administration, 
permits payroll deductions on a voluntary basis by the employees 
and it matches the contribution of the employee to cover the premium 
for the employee and his family. 

In the case of public assistance, of course, the recipients are receiving 
assistance through Federal grants to the States. 

Mr. Sprincer. Aid from the States? 

Dr. Ctarx. Yes. And for persons dependent upon old-age assist- 
ance, aid to dependent children, aid to the blind, and to people who 
are totally disabled. 

It is permissible under the present law to pay for medical care out 
of those assistance grants, but there is a ceiling on the amount of a 
erant which can be matched with Federal funds, This means that 
it is often impossible to use Federal funds to pay for medical care. 
In Massachusetts, for instance, the average grant for old-age assist- 
ance is well above the Federal ceiling. It is, therefore, impossible in 
that State to obtain any additional Federal funds to pay for the 
medical care of old-age assistance recipients. What I would advocate 
is a separate grant to the States for the medical care of these assist- 
ence recipients, separate from the grants for general needs like food, 
clothing, and shelter. In this way the State welfare department, or 
the loval and State welfare departments, would have a pool of funds, 
with Federal aid, to provide medical care for people who are receiving 
federally aided public assistance. 

Mr. Sprincer. I believe you have a solution for that, do you not, 
under your present old-age assistance ? 

Dr. Cirark. You have, provided the fund does not exceed the Fed- 
eral ceiling for the grant. I have forgotten wh: at the ceiling for an 
old-age grant assistance is today. Is it $60 or $50 a month? I am 
not sure. 

Mr. Sprrncer. Which is matched by the State government? 

Dr. CrarKx. No, I think that is the ceiling in which the Federal 
Government will participate, by paying half. 

Mr. Sprincer. It is far more than that, because the recipients are 
receiving considerably more than that. 

Dr. CuarKk. If they are receiving more, it is being paid from State 
and local money because it is above the ceiling in which Federal Gov- 
ernment will participate. 

Mr. Sprincer. The Federal Government will pay 50 percent. 

Dr. CiarKk. Fifty percent of $50 a month. 
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Mr. Sprincer. Well, I will pass that by, for the time being. 

Dr. Crarx. But the important point is that payments for medical 
sare must come under that ceiling if there is to be Federal participa- 
tion. The result of that is in the State of Massachusetts, where the 
average old-age assistance grant is something like $70 per person, pay- 
ments for medical care simply ‘annot be shared at all by Federal 
funds. 

Mr. Sprincer. That must be incorrect, because in the State of Ih- 
nois, where I had something to do with that, I know that medical care 
came up and there was always something extra to take care of. We 
will go on from there, Doctor. I would like to ask you this general 
question : 

As we get further into this health problem on a bigger scale, and 
the Federal Government gets further into it, do you think that the 
quality of medicine is likely to decline? 

Dr. Crark. No. On the contrary, I think it is likely to improve. 

When you say “further into it,” I do not want to put that in without 
any qualification. How far do you mean? 

Mr. Sprincer. Let us take Great Britain. Do you think if we went 
that far into the plan, that medical services would be improved? 

Dr. Ciarx. That would be very difficult to discuss, sir. 

Let me go back and approach it in another way. I think by adopt- 
ing such measures as the President’s Commission suggested, there 
would be a net improvement in the medical services in qui ality, as well 
as quantity. Otherwise I would not be in favor of them at all. 

Now, so far as Britain is concerned, British circumstances were so 
different from ours at the time the National Health Service was 
adopted, that it is not easy to compare with circumstances in the United 
States. The British had a different kind of history, having had a 
health-insurance system since 1912. They had a different set of 
problems to face. ‘They had been terribly damaged by the war. Their 
voluntary hospitals were on the rocks, financially. There was a situa- 
tion we have nothing to compare with. 

Now, for Britain, I dare say the thing is going along. I have talked 
recently with the Director of the Scottish Branch of the National 
Health Service. I spent 3 days with him at a conference, and he on 
the whole gave an optimistic report. There are troubles, but he thinks 
they are diminishing. That is for Britain. I do not say that it 
applies here at all. In fact obviously it could not. 

Mr. Sprrncer. We were over there in November, and I got this im- 
pression in talking with many people, including the ministry—and, we 
went out also and talked with the regional groups, and this is the im- 
pression that I got. There is no doubt that the medical service had 
greatly expanded and they were caring for lots of people who formerly 
did not receive much medical care. In other words, there were more 
people participating: more people receiving medical care. However, 
T do not think that there is any doubt in the minds of the doctors we 
talked to that the quality of the medical service had declined. 

Now, may I say this, in some modification of that. It was not 
nearly as great today as it was 3 or 4 years ago. 

Dr. Crark. That is what TI was told. 

Mr. Sprincer. Some of the kinks were being worked out. But, 
there simply was not the contractual relationship—I think that is the 
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thing that it comes down to—between the doctor and his patient, which 
gives, in my estimation, quality to the care. Now, I do not know that 
T see anything in your plans which gets away from that contractual 
relationship which I think is the all important thing for medical care, 
your plans have that relationship between the patient and the doctor. 

In these prepayment plans, I think probab ly we are going to retain 
that contractual relation, which I feel is important. 

I thank you very much, Doctor. 

That is all, Mr. Chairman. 

Dr. Ciark. May I comment upon that, Mr. Chairman ? 

Mr. Sprincer. Yes. 

The Cuarrman. Yes, Doctor. 

Dr. Cuark. I have not been in England since 1935, so I have no way 
of giving any direct evidence at all on British conditions, but I will 
say for our plans in this country, such as the Health Insurance Plan 
in New York, that we have made a very intelligent effort to maintain 
and indeed to foster the personal relation ship between patients and 
physicians which you referred to. In fact, in my judgment, the sub- 
scribers to the Health Insurance Plan have a far more continuous and 
consequently in most instances, fruitful, relationship with the physi- 
cians who serve them than does the average person in the population. 
This is because the HIP subscriber is paid up, you see, and the same 
physician is always available to him as a part of the medical group. 
So it isa very natural thing for him to go regularly to the same physi- 
cian and get very well acquainted with him ‘indeed. 

There are and there have been exceptions, but on the whole I think 
the relationship between HIP’s subscribers and their physicians is 
better than what it was previously because this famous financial bar- 
rier is no longer there. Then the subscribers have a very wide choice 
of physicians in the various medical groups participating. I believe 
HIP has improved the doctor-patient relationship immeasurably. 

Mr. Sprincer. Let me comment on that. so as to get the record 
straight. I get this impression too, coming back to that point, that 
in England, the number of people per doctor had increased tremend- 
ously. In other words, as a matter of time, it was not possible for a 
doctor to give that patient a quality of attention which he had given 
him before, because of the number of patients each doctor had to take 
care of each d: ay. 

So, I am not convinced, Doctor, on your point on that, to be frank 
with you. 

Dr. Ci arK. Let me elaborate a little further, sir. I do not know, 
although I have heard that report from England too; but as I say, 
I have al been there since 1935. 

In our HIP plan, we have rather strict limitations on the number of 
people that a doctor may accept or a group may accept for service. 
It was at the beginning not more than 800 persons per physician. 
It may be up to a thousand now. I am not sure. 

Secondly, our experience in the health insurance plan has shown 
that there has not been an excessive demand on these medical services. 
When a new group of subscribers is enrolled, there is a tendency for 
that group to show a rise in service, naturally, because there are certain 
things that have to be taken care of that have been neglected, and 
people want to get acquainted with the new service and so on, but after 
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a period of time, maybe a year or so, the demand levels off and con- 
tinues at a very even pace at somewhere between 4 and 5 services per 
capita per year, which is easily possible to manage. 

Mr. Sprincer. You said 800, 

Dr. CLarK. 800 persons per doctor. 

Mr. Sprincer. 800 persons per doctor; is that right ? 

Dr. Ciark. Well, it is about the average for the population of the 
United States as a whole. 

Mr. Sprincer. I think that that is pretty good. I thank you. Do 
vou know what it is in England ? 

Dr. CLark. I do not know, sir. 

Mr. Sprincer. I will state this for the record. My recollection 
is that in England in the beginning it was about 3,000 persons. 

Dr. CuarK. I think that the panel limit was 3,000. I do not know 
that it averaged that high. 

Mr. Sprincer. The average was running between 1,700 and 1,900. 
That is well over twice as many as are taken care of by physicians in 
America, which you feel is about the right number? 

Dr. Criark. I really oni not say what is the right number. But 
let me point out that that condition existed before the National Health 
Service went into effect in Britain, too. There was just so many doc- 
tors per thousand in England, as compared with the number in the 
United States, and there were not as many as here. The introduction 
of the Health Service did not change the ratio of doctors to the popula- 
tion in England, although I would say that perhaps it is improving 
now, because the medical schools have been crowded with applicants. 

Mr. Sprincer. I think that is one thing in this whole picture—and 
I am watching it—and that is what is going to happen to the quality 
of medicine, which I think is as important as, we will say, the other, 
everybody having it. I think those two must go hand in hand. 

Dr. CuarK. I thoroughly agree with you. 

Mr. Sprrncer. If we are to have a successful system. 

Dr. Crark. I could not agree with you more thoroughly. We 
think we have done that with our New York plan, and I think by 
and large, all will agree with that. 

Mr. Hesevron. Will the gentleman yield? 

Mr. Sprincer. Mr. Chairman, that is all. I will let it go back to 
the Chair. 

Mr. Hesevron. Mr. Chairman. 

The Cmarrman. Mr. Heselton. 

Mr. Hesexron. Are you familiar with the program which I under- 
stand either has been initiated in Australia or has been adopted in 
Australia ? 

Dr. Cuark. No, sir; Iam not. Iam sorry. 

Mr. Hesevron. That is all. 

The Cuatrman. Gentlemen, are there any further questions ? 

Mr. Hare. Mr. Chairman. 

The CHarrman. Mr. Hale. 

Mr. Hate. I just want to ask 1 or 2 questions, Doctor. You gave a 
figure a few moments ago about the graduate nurses and other nurses 
in this country. 

Dr. Ciark. Yes, sir. 
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Mr. Hatz. Now, do those figures represent nurses who are actually 
doing nursing or do they represent simply qualified graduate nurses 
and people capable of doing practical nursing ? 

Dr. Ciark. They represent those who are nursing. The 375,000 
that I mentioned are in active practice as nurses. 

Mr. Hate. Active practice? 

Dr. Crark. That is right. There are probably double that number 
or nearly so in the country, including those who are married and not 
working, and so forth. 

Mr. Hate. Did you say what the doctor-patient ratio was in the 
whole United States ¢ 

Dr. Cuark. The ratio is something near 1 doctor to 700 or 800 people, 
on the average. I cannot give it to you exactly. 

Mr. Hare. What would ‘be the optimum ratio you have in mind? 

Dr. Ciark. That is not easy to answer, sir. There are several 
problems connected with it. 

In New York, I believe the ratio is something like 1 to 600, and in 
certain Southern States it gets as high as 1 to 1,500. The figures for 
the country as a whole, therefore, are only meaningful in very general 
terms. 

Secondly, the ideal ratio depends a little on how the services are or- 
ganized. If you have well-planned, say, regional organization, group 
practice, and a prepayment organization, ‘doctors can be used more 
effectively and each one can serve a larger population. There is not 
so much waste time involved, and the requirement for doctors would 
be reduced in those districts where such a plan existed. On the other 
hand, if you have widespread fee-for-service insurance and individual 
practice, I dare say that would increase the number of doctors required 
because that would increase the number of services required by the 
population. 

I do not feel too competent to give you a definitive answer, to what 
would be an optimum ratio of physicians to population, or population 
to physicians. Certainly it would be very hard for me to see, unless 
things were very different in the distribution of physicians, how we 
could get along with fewer than we have now, on the average. 

Mr. Harr. Do I understand you to say that there were more doctors 
per capita in England or less? 

Dr. Ciark. Fewer, much fewer, about half as many per 1,000 people 
as in this country, I think. 

Mr. Hate. I realize this is a pretty tough question. But have you 
any idea why that should be so? 

Dr. CrarK. Well, historically, it has just been the case that more 
people have gone into medicine in this country than they have in 
England. Whether that was because of lack of facilities for educat- 
ing them, or whether it was because of greater demands of other oc- 
cupations, or greater attractiveness of other occupations, or any other 
reason, I simply could not say, sir. 

Mr. Hate. I just ws anted to ask 2 or 3 questions about hospitals, 
because various points have come up in testimony. The Massachusetts 
General, I imagine, is the biggest hospital in Massachusetts, is it not ? 

Dr. Cuiark. It is not as large as the Boston City Hospital. It is the 
largest voluntary institution. 

Mr. Hare. And you have patients from all over the Commonwealth. 
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Dr. CiarK. Yes; and from outside. 

Mr. Hate. And not simply from the Boston area. 

Dr. Crarx. And also from outside of Massachusetts, too. 

Mr. Hare. Does the Massachusetts General Hospital get a grant 
from the State government ¢ 

Dr. CiarK. No, sir. 

Mr. Hate. It does not ? 

Dr. Ctark. None atall. Our only tax support is in the form of pay- 
ments for the care of patients who are recipients of public assistance. 
We get payments from the local boards of public welfare and from the 
State in certain cases, such as vocational rehabilitation, crippled chil- 
dren, venereal disease, and so on, for which there are special State 
programs. 

But there is no grant from State to the hospital, as such. When it 
was founded in 1811, the Commonwealth of Massachusetts gave the 
hospital a large piece of property, not to be occupied by the hospital 
but as an investment, downtown Boston property, the ‘Old Province 
House. In that sense, the hospital had at its initiation an endowment 
worth when it was finally liquidated something over $1 million. There 
was no other aid than that from the Commonwealth of Massachusetts, 

except that the prisoners in the State prison cut the granite that made 
the original building. 

Mr. Hate. Is it true of hospitals generally in Massachusetts that 
they receive no direct aid except as you have indicated ¢ 

Dr. Ciark. Yes, sir. 

Mr. Hate. I suppose the Commonwealth does support hospitals for 
the mental patients. 

Dr. CiarK. Oh, yes. 

Mr. Hare. And Tuberculosis? 

Dr. CLark. Yes. 

Mr. Hate. I do not really know exactly why those two particular 
forms of ailment should be segregated from all others. 

Dr. Ciark. I think the reason, historically speaking, Mr. Hale, is 
that these two groups, the mentally ill and the persons with tubercu- 
losis, were considered public- health hazards to the entire community. 
Disturbed mentally ill patients are a real hazard. 

Mr. Hate. Is that isolation more important than treatment ? 

Dr. Crark. In case of both of these conditions, one would hope that 
you would want to provide good treatment so as to reduce, if nothing 
else, the expense to the State of long-continued disability. In the 
case of tuberculosis, of course, there is the further reason that it is a 
communicable disease and if the tuberculosis patient can be cured, he 
is no longer a menace to his fellow citizens. 

Mr. Hare. And the same for mental illness, of course. 

Dr. CuarK. Yes; that is true. Also in Massachusetts there is a 
State hospital for cancer, but that is a little unusual. There is one 
in New York, and I do not know how many other States have them. 

Mr. Harr. Are the hospitals in Massachusetts getting aid from 
community chests or like organizations ¢ 

Dr. Cuark. Yes, sir. 

Mr. Haze. And is that true of Massachusetts General ? 

Dr. Ciark. Yes; quite substantial aid. 

Mr. Hatz. That is the Boston Community Chest? 
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Dr. Ctark. The Metropolitan Area Community Chest. It is called 
United Community Services. 

Mr. Hare. Do you publish a financial statement ? 

Dr. CiarK. We publish in our annual report a brief financial sum- 
mary, complete enough to show the total income and total expendi- 
tures, the amount of endowment,and soon. Buta very detailed finan- 
cial statement is submitted to the State commission on administration 
and finance every year. 

Mr. Hate. Is that by Massachusetts statute ? 

Dr. CriarK. It is required if a hospital wishes to participate in 
the Blue Cross, or to be paid by boards of public welfare for the care 
of recipients of public assistance. If you want to do either of those 
two things, you have to file a statement. 

That really means all hospitals. If some hospital did not want 
to do either of those two things, I am not quite sure what the 
situation would be. But it is really an academic question because they 
all want to do those two things. 

Mr. Hare. You do not know of any public hospital in Massachusetts 
that does not file these statements ? 

Dr. CiarK. I do not know of any private hospital. Public hospitals 
I am not sure about. 

Mr. Hare. Well just tell me what you mean by a private voluntary 
hospital ? 

Dr. Ciark. I mean a nonprofit association not owned by a munici- 
pality, or county or State. 

Mr. Hare. I presume there are in Massachusetts some hospitals 
run by doctors for their own uses and purposes? 

Dr. Ciarx. Strictly proprietary hospitals, you mean? 

Mr. Hate. Yes. 

Dr. Cuark. Yes, there are. They also have to file returns if they 
wish to participate in the Blue Cross or be paid for public-welfare 
cases. 

Mr. Harz. Those proprietary hospitals, generally speaking, are 
operated at a greater profit than what you call the private voluntary 
hospital. 

Dr. Ciark. The private voluntary hospitals in Massachusetts are 
not operated at a profit, practically speaking, at all. As I said earlier, 
occasionally one will end up a year with a slight surplus, but it is just 
applied to the next year, vou see. I really could not tell you, sir, 
whether the owners of proprietary hospitals make much money out of 
the hospital operation or not. It is my impression that proprietary 
hospitals run by physicians probably do not make much money as 
hospitals. The physician-owner probably gets most of his income 
from his practice, from his surgery, which he is able to carry out in 
his hospital. 

Mr. Hate. In other words, if a doctor chooses to have a proprietary 
hospital of his own, it is more to increase his practice than it is from 
any hope he can have of benefiting from the hospital as an institution ? 

Dr. CrarK. I would think so, sir. We have in Massachusetts a 
situation that is unusual, almost peculiar to that State; namely, a 
number of graduates of a medical school that has been discontinued 
because it was substandard. The graduates of this school have had, 
for perhaps justifiable reasons, great difficulty in getting positions on 
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the staffs of the reputable hospitals. It has been difficult for them. 
As a consequence, a number of these graduates have proprietary 
hospitals. 

But there are proprietary hospitals, I assume, in every State. The 
proportion of them in Massachusetts is quite small. You will find, for 
example, a far higher proportion of proprietary hospitals in Texas 
than in Massachusetts. Why that is, ] could not tell you. I know it is 
a fact. 

Mr. Hate. It is not true that in all the States these proprietary 
hospitals are exceptional instances and not an Important part of the 
hospital picture in the country ¢ 

Dr. CLark. There are a good many in number. I do not have the 
figures here. They are available in the Journal of the American 
Medical Association, hospital number. There are a good many pro- 
prietary hospitals in number but they are apt to be small in size, so that 
the number of beds involved is a relatively small number. 

Mr. Hate. Thank you very much, Dr. Clark. 

Mr. Petty. Dr. Clark, out of your experience on the President's 
Commission on the Health Needs of the Nation, do you recall the 
total health bill? Was it $9 billion; is that correct? 

Dr. CLark. Approximately that in private expenditures. 

Mr. Petzy. That is private expenditures ? 

Dr. Cuark. Yes. 

Mr. Peniy. If you took 160 million people in the Nation, that would 
be approximately $56 a head. 

Dr. Cuark. [ guess so; I will take your word for it. 

Mr. Petty. Now, we have had testimony regarding HIP and the 
Kaiser plan where I think in the latter case the cost to the individual 
for preventive and therapeutic and hospitalization was something 
like $36 a year. 

Dr. Ciark. I do not know about the Kaiser plan. 

Mr. Peiiy. As I recall, it was possible for an individual to get 
comprehensive care like that for that amount. In the testimony we 
listened to, we had one witness who said if you took the preventive 
health bill of the Nation and spent it wisely it would provide adequate 

are for the people. Would you agree with that out of your experience 
and surveys that you have ‘the benefit of on that commission ? 

Dr. Crark. I do not think I quite agree with that. I will agree to 
this extent, that a great deal more c ould be obtained than is now being 
obtained for the same amount of money if the services were more 
economically organized. 

I think that additional e xpenditures are needed in some areas. Our 
commission I believe estimated the need for an additional billion of 
Federal expenditures to carry out the recommendations of the Com 
mission. But I also believe that these recommendations if adopted, 
would bring forth from State and local private and official sources 
two or three billion dollars more. We felt that to reach the peak at 
which we would like to see our health services would be an additional 
cost in the neighborhood of $2 billion. 

Mr. Petty. Those figures would include the necessary funds to pro 
vide adequate hospital beds and research, and enough nurses and 
doctors? 

Dr. Cuark. Yes, sir. 
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Mr. Petty. So that I was really addressing myself to the actual 
medical care and eliminating catastrophic illness which I do not believe 
would be covered by the figure. 

What I am trying to get at is this question: Do you believe if there 
were more clinics similar to the HIP and other prepaid health plans, 
in industrial areas, we could balance our present costs of medical care 
and without subsidization by the Federal Government provide those 
services of preventive and curative and hospitalizaton at present cost, 
or do we have to underwrite that ? 

Dr. Ciark. Well, it is necessary for someone to underwrite it for 
certain groups, the low-income and relief population, and so on. 

Mr. Petry. I meant if we balanced it. 

Dr. Ciarx. If you balanced it all out, I think some additional 
expenditures would still be required. Let me point out this: The 
Health Insurance Plan of Greater New York average premium 
is about, including hospitalization, $45 a year per person, and it may 
be a little higher than that. Now $45 does not cover a lot of things 
that are covered in the national medical bill. For example, it does 
cover visiting nurse service in the home but not continuous daily nurs- 
ing. It does not cover drugs or dental care at all; it does not cover 
mental illness. And it does not cover the institutional care of tuber- 
culosis. It does cover maternity cases. It does not cover psychiatric 
cases he vond diagnosis. 

So there are many services within your average $56 for the Nation 
that are not provided within the $45 premium of the New York plan. 
Then I presume that the amount being paid to physicians and hos- 
pitals in the New York area is probably higher than the national 
average. 

It is not quite a fair comparison to make to compare the $45 of 
HIP, including Blue Cross, with $56 for the Nation as a whole. I do 
not know what the medical expenditure is per capita in New York 
City. but I should guess it is a good bit higher fone the $56 average 
for the country as a whole. 

Mr. Petry. The statement was made in the testimony previously 
given us that you could render feasible and financially practicable 
medical care within the means of people. What I have been trying 
to resolve in my own mind is how you arrive at that and how you get 
that extra $1 billion you were talking about. Were you favorable to 
the national health insurance plan? 

Dr. CiarKk. Well, that was not involved in that. 

Mr. Petry. You did not sign the minority report that called for 
that ? 

Dr. Crark. No, sir, I did not. I think the statement has been 
made that if the present expenditures were spent on better organized 
and more efficiently operated services, taking the country as a whole, it 
would be sufficient. That is probably an underestimate. There is no 
doubt in my mind that it would go a whole lot further than it now 
goes. I do not know whether that answers your question at all. I 
cannot give it to you in dollars, because I just do not know. 

I think I could say another thing at this point, if I may, Mr. Chair- 
man; that is, I feel quite strongly, and I think the whole Commis- 
sion’s report indicated that we all felt quite strongly, that the country 
has to feel its way regarding health expenditures. Nobody can tell 
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you exactly what it should cost, or just exactly how it should be 
organized. 

So our recommendations were in the direction of continuing experi 
mentation and continuing development, with Federal stimulation 
where needed. We even suggested the establishment of a permanent 
Federal commission on health. Such a commission would not be 
composed of Federal employees but rather of distinguished nongov 
ernmental medical and lay members with a small staff to carry on 
continual study of the health problems of the country and to recom 
mend to the Congress and to the administration various measures for 
improvement. 

That was a unanimous recommendation, as were most of our recom 
mendations. I still think that that would be worth considerable 
attention. One of the problems in answering your questions, those 
of all of you today, and this was true for the commission itself, 
that there is not a way at the present time to have a continual survey 
or study of the health situation. 

Just for example, we do not have at the present time any systematic 
morbidity reporting in this country. We do not know how many cases 
of arthritis there are. We have some guesses, but there is no system- 
atic morbidity reporting, except for communicable disease. In certain 
States, cancer is reportable. But nothing else is. 

The commission was assured by the Public Health Service and the 
Census Bureau that by suitable sampling techniques a morbidity re- 
porting system could be de veloped, without too great an expense, that 
would give us a lot more information continually about what we have 
in the way of illness, how long it lasts, how expensive it is, and so on. 
That information would be very useful. 

I do not know, and I do not think anyone knows how many mrvenh sts 
we ought to be training, or neurosurgeons, or anything you like, be- 
cause we do not know how m: iny cases of this and that there are. Per- 
haps we are training too many, and perhaps we are not training 
enough. Do you see what I mean? That is just an illustration of 
the type of thing that a permanent commission could keep doing and 
keep analyzing, using that information to make recommendations. 

Mr. Preity. All of the problems seem to fall in the various classifi- 

cations, and various pieces of legislation have already been introduced 
to make a first step certainly in the direction of improving the hospi- 
talization and increasing that. 

Dr. Crark. Decidedly. 

Mr. Petty. And the various pieces of legislation have come up, but 
there is no bill that has come up yet that satisfies me as to how we are 
going to pay for the comprehensive coverage insurance so that people 
as a whole ¢ ‘an get coverage without fear and financial worry to keep 
them away from the doctors and preventive medicine. 

Dr. Cuark. Well certainly the Health Insurance Plan in New York 
would not have been possible without employer contributions. I do 
not know that we know the average income of the population enrolled 
in HIP, but I do know in one sample the average was under $5,000 per 
family per year; it was about $4,500. Such families would have had a 
difficult time to maintain HIP and Blue Cross premiums without 
employer aid. So that HIP is based on about a 50 
premiums by the employer and the employee. 


Mr. Petry. Thank you. 
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Mr. Youncer. I have just a few questions. Dr. Clark, in your opin- 
ion are the facilities of the medical schools being used at their maxi- 
mum at the present time in the training of doctors? 

Dr, Cirark. They are being used to the maximum which they can 
be with the available faculty. I should suppose there may be some 
places in which the buildings were not used as extensively as they 
could be if they had a bigger faculty. 

Dean Berry of Harvard said that there is a hidden deficit in medical 
education which is the deficit in young men and women going into the 
basic medical sciences and becoming the faculty of the future. So I 
would guess that there are places where if there were more basic 
scientists available to form a faculty, that more students could be 
taken. By and large I would say the answer to your question is yes. 

Mr. Younger. There is no arti ficial restraint that you know of to 
restrict the training of doctors 

Dr. Ciark. No, sir; I do not think so, except, as I mentioned earlier, 
in some States there are problems of admission to State medical schools 
where the legislature or the Government has required the school to 
accept only State residents, or at least give high priority to State 
residents. In some cases this policy is said to have resulted in admis- 
sion of people not too well qualified when the school could have had 
better candidates if it could have gone across a State line. 

Mr. Youncer. However, the total enrollment is there. 

Dr. CuarK. Yes, sir. 

Mr. Younaer. In regard to the training of nurses, if the Federal 
Government were to contribute to the cost of training nurses, do you 
think that there ought to be an obligation on the part of the nurse 
to agree that after graduation she would practice for a certain length 
of time? 

Dr. Crark. Well, I am not very strong for that kind of indenture, 
sir. I would feel pretty embarrassed to ask a girl to continue in 
practice if she wanted to get married. As a matter of fact, in our 
school of nursing, we allow students to get married, 

Mr. Youncer. She could practice as a married woman. 

Dr. Ciark. It is pretty hard to if you have a bunch of little kids. 

Mr. Peiy. She could practice on her own family. 

Dr. Cuarkx. That is true. In our kind of country I would rather 
take my chances on that, and I think that you would see-a vast increase 
in the number who would be practicing if you had more graduates. 

You do not want our girls not to get married. 

Mr. Youncer. No, but the precedent of the Federal Government 
that when they train naval officers or give an education to a boy in 
the Naval Academy or the Military Academy, he agrees to serve a 
certain length of time. At the time we educated the doctors for the 
war, they agreed to serve the Government for a certain length of 
time. 

Dr. Ciarx. That is true. 

Mr. Youncer. I am just wondering whether in your philosophy 
that should be carried on into the nurse training ? 

Dr. Crark. Let me put it this way: If the Army had an enlisted 
WAC, whom they sent to nurses training school at her application, 
or at least with her consent, I should think they would have every 
right to ask that she promise to serve the Army a certain length of 
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time after completing her training. But that is quite different, it 
seems to me, from saying that if there is Federal aid to nursing 
schools in general that the graduates should be required to practice 
a certain length of time. It would only be Federal aid, not be full 
expenditure for a nurse’s education, in that case. 

The CHatrMan. I believe that is all the questioning, doctor. We 
again express our appreciation for your attendance today. 

With reference to the last suggestion that you made there I would 
like you to know that that is already under consideration with respect 
to the preparation of legislation which may be introduced at a later 
date. 

I also would like to announce to the members that I am introducing 
today the second of the series of bills which will be presented by the 
Department of Health, Education and Welfare, to implement the 
President’s program into legislation. The bill today will amend the 
Public Health Service Act to promote and assist in the extension and 
improvement of public health services, to provide for a more effective 
use of available funds and for other purposes. 

Doctor, we thank you. You have given us very valuable informa- 
tion, and information that will prove very helpful to us in formulating 
the type of legislation that we feel will produce the best possible 

results. We are encouraged, not only by your presence today, but by 
your willingness in the future to assist us in the work that we are 
striving to do. 

We thank you. 

Dr. Cirark. Thank you, Mr. Chairman. 

The CuarrMan. We will recess until tomorrow morning at 10 


oe loe k. 


(Thereupon at 12:10 p. m., a recess was taken until Thursday, 
January 21, 1954, at 10 a. m.) 
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THURSDAY, JANUARY 21, 1954 


House or RepresENTATIVES, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 


The committee met, pursuant to recess, at 10 a. m., in room 1334, 
New House Office Building, Hon. Charles A. Wolverton (chairman) 
presiding. 

The CuatrMan. The committee will be in order. 

I thought that you might be interested in a telegram I sent to Mr. 
Stanley, now the Governor of Virginia and our former colleague. 
I addressed this communication to him, 

As chairman of the House Committee on Interstate and Foreign Commerce, 
I wish on behalf of the entire membership of the committee to express our best 
wishes to you with the hope that your administration will be a most successful 
one. Our knowledge of the high purpose that has always characterized your 
service for the people insures that people of Virginia will have through you an 
administration that will prove highly beneficial to them. Again, best wishes, 
Charles A. Wolverton, chairman of the House Interstate and Foreign Commerce 
Committee. 

We will now proceed to hear the witnesses before us this morning. 

This morning we are privileged to hear from Mr. Benjamin Lorber, 
director of insurance of Universal Pictures Co., Inc. He will bring 
to the attention of the committee the health plan that is now in effect 
in that company for the benefit of its employees. 

It has been exceedingly gratifying to this committee to learn during 
the hearings conducted by it of the wide recognition that has been 
given by industrial organizations in providing plans and programs to 
indémnrfty and secure persons in their employ from the high cost of 
medical and hospitalization expenses. 

Among such industrial organizations providing such helpful services 
to its employees is the Universal Pictures Co., Inc. The health pro- 
gram of this company is so worthwhile that we have invited its repre- 
sentative, Mr. Lorber, to be present today and place before the com- 
mittee a plan that has proved highly satisfactory and which indicates 
what can be done by industrial organizations in providing assistance to 
employees in this all-important field of medical and hospital care. 

We will now hear from Mr. Lorber, director of insurance of the 
Universal Pictures Co. 

Mr. Lorber, you may proceed. 


STATEMENT OF BENJAMIN LORBER, DIRECTOR OF INSURANCE, 
UNIVERSAL PICTURES CO., INC. 


Mr. Lorser. Chairman Wolverton and gentlemen of the committee, 
I am immensely gratified at this opportunity to discuss with your com- 
mittee one of the many aspects of the great problem with which you 
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are concerning yourselves, namely, the improvement of the national 
health, and the provision of adequate medical care and medical services 
to all segments of the American people, regardless of economic or 
income status 

I can think of no other question of national interest which transcends 
in importance the question of national health, for upon the attainment 
of the highest level of national health rests the attainment of the ulti- 
mate in national security and well-being. 

Before proceeding with my statement, I would like to place wpen 
the records that I am the director of insurance for Universal Pictures 
Co., Inc., and have occupied that position since 1938. During the 
past 15 years, I have organized and administered a comprehensive 
group-insurance program in which 3,500 of its employees throughout 
the country participate. 

I might point out that these 3,500 employees and their families are 
spread in metropolitan areas throughout 30 States with large concen- 
trations in the cities of Los Angeles and New York, and with income 
levels from a low of $2,500 annually to a high in excess of $50,000 
annually. The type of people included in this group are both white 
collar and labor, skilled and unskilled, and made up of varying ages. 

This group, though not particularly large in numbers, seems to be 
a representative cross-section of the American people employed in 
industry in an income level to some degree higher than the national 
average income level. This group is representative of that large part 
of the American people who are daily fearful of what a sudden, major 
illness or accident to a member of their family with its attendant 
major medical expense, will do to their financial solvency. 

The annual survey issued by the Health Insurance Council entitled, 
“Accident and Health Coverage in the United States” as of December 
31, 1952, shows that at the end of that year 91,667,000 people had some 
sort of hospital expense coverage; that 73,161,000 people had some 
sort of surgical-expense insurance; that 35,797,000 had some sort of 
medical-expense protection. These statistics have great significance 
in any discussion of the problem of national health. 

The development and cist of hospitalization and surgical benefit 
plans during the past 20 years has been phenomenal, and in a large 
measure can be attributed to the tremendous support given to and 
public acceptance of Blue Cross and Blue Shield, but more impor- 
tantly, came as a result of the inclusion of health and welfare matters 

labor legislation as subjects of collective bargaining. 

It is not the purpose of this statement to analyze the various forms 
of hospital and surgical-benefit coverages now being provided, for 
that will be done in a large measure and in great. detail before this 
committee by other witnesses who are directly concerned with such 
services and their operation. 

We believe that in a large measure all of the so-called hospitaliza- 
tion and surgical-benefit plans serve the purposes for which they were 
intended, It is, however, my purpose to discuss with you and to point 
out to your committee our views and experiences in the other areas of 
medical cost and the setting up of protection against such costs. 

In 1939 Universal Pictures Co., Inc., set wn a hospital and surgieal- 
benefit plan which provided for a room and board benefit in the small 
amount of $5 a day: additional hospital charges of $25 and surgical 
fees of $150. This coverage applied to the employees only. 
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In 1945 the daily room and board benefit was increased to $6 a day 
and the additional charge benefit increased to $60. 

In 1946 we extended the plan to provide hospitalization coverage 
for the dependents of employees. 

Later in 1946 the surgical schedule for employees was increased from 
$150 to $225. 

In 1948 the hospital room and board benefit was increased from $6 
to $8 and the additional charge benefit. from $60 to $80. 

In 1949 we provided surgical benefits for dlepe ndents to a maximum 


of $200 and increased the schedule for the employees trom S225 to 
$300. 
Later in 1949 diagnostic X-ray benefits were added to the plan for 


both employees and dependents. 

In August 1952 with the introduction of our major medical plan 
the daily room and board benefit was increased from $8 to $12 per day; 
additional charges were increased from $80 to $1,000; the number of 
days covered in the hospital was changed from 31 days to 180 days; 
and the surgical schedule for both the employees and depend nts was 
increased to $350. 

A full schedule and chonologieal history of these changes ure atl 
tached to this paper, 

Early in 1952, after examining a 
employees and their families, we came to the conclusion that while we 
had developed as complete and comprehensive a hospitalization and 
surgical plan as any that were offered in the market, that even though 
we were pioneers in the extension of coverage provided by and defini- 
tions within such plans, all too often we came face to face with a 
situation where an employee, because of sudden illness or accident 
within his family, would be on the verge of bankruptcy or at least ready 
to hock the future of his children to meet the emergency. 

All too often we found that our wonderful hospitalization and surgi 
cal-benefit plan fell entirely short of the mark and offered no benefit 
at all under certain circumstances. There obviously was a great void 
inthesetup. Wecame to the conclusion that we were not providing a 
full measure of security to our employees against the financial ravages 
of illness and accident, and that our employees and their families were 
still open to the financial knock-out punch caused by such contingencies. 
We then examined all of the major items of medical cost and analyzed 
each in the light of 1, the effect of these costs on the financial stability 
and the ability to pay by the average income family, and, (2), what 
forms of insurance protection were already available and if such forms 
of protection were adequate to meet the needs of our employees in the 
light of modern medical practice. 

We realized that in the areas of the costs for hospital room and board 
and other hospital charges and for surgical fees, subject to the limita- 
tions outlined and discussed in detail later in this statement, our exist 
ing plans were adequate and did in some measure meet the problems 
created by such costs. 

However, in the areas of medical fees for nonsurgical services in and 
out of the hospital, neither our plan nor any existing insurance plan 
attempted to provide the needed protection so as to enable the average 
family to obtain whatever medical care was necessary without bank 
rupting that family unit and mortgaging its future. This same con 
clusion was true when applied to the cost of special nursing care and 
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the renting or purchasing of medical services and supplies outside of 
the hospital. 

Much has been said and written during the past decade on the ques- 
tion of providing such protection on the cost of medical care. The 
growth of medical-expense protection in limited form during the past 
few years has more or less kept pace with the expansion in the field 
of hospitalization and surgical benefits insofar as the number of people 
covered was concerned. 

The Health Insurance Council reports previously quoted shows that 
at the end of 1952 about 36 million people were covered by some sort 
of medical-expense plan, most of which were of the service type. 
From the available statistics 50 percent of those covered have protec- 
tion under the insured-benefit plans which generally provide a fixed 
reimbursement, usually $3 or $4 for each office or hospital visit and 
$5 or $6 for each home visit, with most plans providing for the ex- 
clusion of either the first or second visit. 

While the lower-income groups nationally have come within the 
scope of the service-type plans. Since most of these limited par- 
ticipation to low-income groups, usually $3,600 annually, the great 
majority of the American people were comple ttely w ithout any form 
of protection against the great raider of family security, the doctor’s 
billina major illness, either at home or at the hospital. 

In discussing the existing medical-expense plans, described above 
providing for limited reimbursement for a limited number of visits, 
I have frequently and publicly maintained that this type of coverage 
has no merit as a socially desirable form of insurance nor is of any real 
economic value to the people insured. Such plans are difficult and 
usually expensive to administer. 

We have often characterized this form of insurance as being anal- 
ogous to insuring the grease job or oil change on an automobile and 
leaving the entire automobile itself uninsured; or insuring the shoe- 
sole repair job and not insuring the contents of the entire home against 
disaster. 

What was needed to round out our program was a plan that would 
provide protection against those large costs for medical care in and out 
of the hospital that were not covered under the existing forms of 
insurance, vet which could be set up on a sound financial basis at rea- 
sonable cost, so that all of our employees, at all income levels, even 
the lowest, could afford to avail themselves of its benefits. Keeping 
these basic principles in mind, we, together with our insurance carrier, 
oun Hancock Mutual Life Insurance Co., proceeded with the de- 
velopment of such a plan of major medical expense insurance. 

= his type of plan has recently been refer red to by many as “catas- 

trophy medical insurance” or some such name to indicate that it was 
intended to provide coverage against unusual, sudden costs arising 
out of an accidental disaster. 

We believe that the use of the term “catastrophy” is misleading, 
since the type of plan we were trying to develop was one that would 
provide protection against the cost of medical care, all types of 
medical care, where such costs were major within the definition of 
our plan and the nature and extent of which could create major finan- 
cial burdens and possible distress upon even the lowest of the income 
groups. 
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We first established the basic principles that this plan did not intend 
nor was it socially or economically feasible to include the cost of every 
head cold, headache or other run-of-the-mill type of illness, the cost 
of which was considered everyday-going overhead, the shoe-repair, 
grease-job type of cost. 

We accepted the thesis of deductible which has long been estab- 
lished in the field of automobile insurance and other fields of general 
insurance. This deductible had to be large enough to eliminate the 
run-of-the-mill cost described above, yet it had to be low enough not to 
prove burdensome to any income group, not even the lowest. After 
a great deal of thought we set this deductible at $100 in any one dis 
ability, as defined. 

We then came to the second basic principle, that of a partnership 
between the insured employee and the plan. The reasons for such a 
partnership are many and obvious, and all who are at all familiar 
with the subject have agreed that the establishment of such a partner 
ship is essential for the stability and success of the plan. 

We fully subscribe to this thesis of partnership and believe that is 
the American way of handling the problem. The American people 
are a proud people who like to pay their own way and do not want 
anyone to pick up their bills or to give them a receipted-in-full bill. 
We are a prudent people, and we insure our exposure to catastrophic 
loss. 

The American people are a very human people, subject to all the 
human frailties, so that it become essential that proper safeguards 
and fences be established to reduce to that minimum which is dic- 
tated by economic and underwriting necessity those possible abuses 
of this wonderful package. We made the plan the senior partner 
in all costs, and the plan pays 75 percent of all such medical costs. 

These two principles, that of a nominal, salutary deductible, and 
a reasonable, sensible coinsurance factor, are the foundation of the 
plan. We then proceeded with the structure and examined each 
element of medical cost to determine where, if at all, such element of 
cost fitted into the picture. 

First to have our attention was hospital room and board and hospi- 
tal charges for additional services other than room and board. 

An examination of these costs across the country indicated that 
the average room-and-board charges for semiprivate facilities was 
in the neighborhood of $15 to $16 per day. We also found that pri 
vate facilities were available, particularly in the larger cities, at 
varying rates up to $60 per day for deluxe suites. This enormous 
gap in cost of hospital facilities from $15 per day to $60 per day 
highlighted one of the basic questions that must be answered and 
which should be faced to a greater or lesser degree in each of the 
areas of medical cost; namely, can we set up a plan that would permit 
the selection of $60-per-day facilities and have such selection and 
consequent cost paid for by the major medical-expense plan. 

Obviously, we came to the conclusion that there was no way in 
which the $60-per-day facility could be insured. There was no 
sociological, economic, or medical reason to provide insurance for 
room-and-board facilities beyond those which the person in an income 
bracket of less than $10,000 annually would normally use if he were 
paying the entire bill himself. 
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We, therefore, decided to change our existing hospitalization plan 
to a $12 per day room and board benefit. We extended the period 
of coverage from 31 days to 180 days, and after careful study we 
were convinced that in more than 98 percent of the hospitalized cases 
such a period of coverage was adequate to meet any catastrophic 
contingency of Palical requirement. 

In the area of hospital charges for services other than room and 
board which include operating room, anesthesia, X-ray and laboratory 
examination, drugs and medications, et cetera, we felt that the patient 
was not in a position to make any selection whatever as to type, 
quantity, freque ney, or cost of the services listed above, and that the 
cost for such services in a large measure were standard as to a par- 
ticular hospital, and Balt not to any material extent be influenced 
by the presence Or absence of insurance protection to pay for such 
costs. 

We, therefore, after careful examination of a large cross-section 
of hospital cases came to the conclusion that an allowance of $1,000 for 
case room fees in any one hospital confinement was tantamount to an 
unlimited benefit for such costs, and in the great preponderance of 
cases was adequate. We, therefore, adjusted our existing hospital- 
ization plan to provide $1,000 benefit for case room fees for each 
disability. 

We then excluded from the major medical expense plan all hos- 
pital charges, since such charges were adequately taken care of on 
a catastrophic basis under the adjusted hospitalization plan. 

We next gave our attention to surgical fees, in and out of hospital. 

This was the most crucial area of medical expense and one which 
has seriously troubled all underwriters in the field of health insur- 
ance. Here was an element of cost that had no standards, which could 
vary, for the same service, from a charge from $100 to $2,000 or more; 
that was predicated in a very large measure, not upon the type of 
service rendered but usually upon the patient’s ability to pay and his 
available financial resources. How could one determine how much 
an appendectomy was worth? Was it worth as much for a person 
earning $5,000 a year as for a person earning $15,000 per year? Un- 
fortunately, there is no fixed pattern or standard and there is no way 
to apply a mathematical formula to surgical fees. 

In planning the setup of our major medical expense plan we ex- 
amined about 500 surgical claims in all areas of the country. We 
eliminated from our survey the claims submitted by people whose 
earnings were in excess of $15,000 per year as not being represents ative. 
We also eliminated the claims of those people whose earnings were 
$5,000 or under per year. 

We, therefore, obtained a cross-section of surgical fees charged for 
almost all types of surgery, whether performed in or out of the hos- 
pital for people in an income bracket of between $5,000 and $15,000. 

Excepting for a few types of surgery, and that is only because of 
difficulty of definition, we found that to a large degree the benefits 
provided in what is commonly known as the $300 surgical, benefit 
schedule paid for between 65 and 75 percent of the surgical bills. 
This survey also disclosed that in a ‘majority of surgical cases, the 
surgeon geared his fee to the benefit provided under the insurance 
schedule. 


HEALTH INQUIRY 1947 


Recognizing this indicated practice, and with tongue in cheek, we 


increased our schedule to a $350 maximum benefit. The purpose of 
this change was to attempt to bring the schedule up to the level of 75 
percent of the average bill. 

We then excluded all surgical fees from our major medical plan, and 
thus eliminated one of the greatest dangers to the solvency of the 
plan. 

We are convinced that in keeping surgical benefits on the scheduled 
basis we were not prejudicing the position of the insured person noi 
were We in a great preponderance of cases failing to provide the ade- 
quate and needed protection. Our experience in the operation of ow 
plan has proven this conclusion sound. 

The plan has now taken shape. We said, and proclaimed it rather 
loudly, without fear, that any and all medical bills, for all illnesses, 
without exclusion, in excess of $100, would be paid for by the plan to 
the extent of 75 percent thereof up to a maximum of $5,000. After 
studying more than 100 existing major medical expense plans, both 
those written on an individual basis as well as those established on a 
group basis, and after examining the operation of many of the so- 
called service-type plens, I am proud to report to you that our plan 
is one of the very few that does not contain a single exclusion as to 
type of illness. 

There has been much shaking of heads and signs of warning as 
to the dreadful things that would happen to our plan if we included 
psychiatric treatment, or treatment of alcoholism or drug addiction, 
but we maintain our firm position that if it is an illness, any illness, 
without exclusion or limitation, treated by a qualified physician, the 
cost of which exceeded $100, we would take 75 percent of all such 
bills up to the maximum of $5,000. 

In summarizing our major medical expense plan, may I say that 
this plan provides reimbursement for regular and customary charges, 
within the limitations of amount indicated above, resulting from any 
noncompensable injury or disease for: 

1. Medical treatment by a legally qualified physician, in or out of 
the hospital. 

2. Private duty nursing by a registered graduate nurse, in or out 
of the hospital. 

3. For services and supplies when not confined in a hospital such 
as rental of iron lung or other mechanical equipment, rental of hos- 
pital-type bed, oxygen and rental of equipment for the administration 
of oxygen, prost het ics, braces, crutches, X-ray examinat ion, other than 
dental X-rays, anesthetics and the administration thereof, and/or 
therapeutic services and supplies. 

In preparing a paper on the subject for Best’s Insurance News 
about 1 year ago, a copy of which is attached to this statement, and 
only after about 4 months of experience with the plan I said: 

We have set forth the following rules as a test to determine whether an item 
of medical expense comes within the purview of the plan: 

1. Is it an item of major expense for medical care? 

29 Is there a social or economic reason other than that “it is convenient and 
a good thing to get’’ for the assured to be reimbursed for the expenditure within 
the principles set forth? 

3. If there is such a social or economic reason, how can we fit such an ex- 
penditure into the plan? 
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When such a plan is established on sound, basic insurance principles 
it can be maintained at a sound cost within the economic reach of 
every income level. 

We firmly believe that such a plan, soundly conceived and sanely 
administered, could be the ultimate answer and solution to the ever- 
present fear and dilemma of the unpredictable, undeterminable, un- 
foreseeable possibility of financial bankruptcy that faces each family 
as a result of major medical expense. 

Gentlemen, that is how major medical expense insurance works. 
I am happy to report that after 16 months of operation it has worked. 
It has done in every respect the job that we intended it to do, at a 
reasonable cost. We have not encountered any of the pitfalls that 
so many of the underwriting or actuarial fraternities were afraid 
we were inviting. As far as we are concerned, sound major medical 
expense insurance is no longer an experiment, but a successful reality. 

In conclusion, may I respectfully submit that the provision of ade- 
quate protection against the financial devastation resulting from a 
major illness or injury presents a serious challenge to management, 
labor, the medical profession, to the insurance industry, and to 
government. 

To management I must say, that either on its own initiative or if 
its labor relations require cooperative effort with organized labor, 
it must move forward and meet this growing and inevitable chal- 
lenge. It must take the initiative, it must use its good offices, admin- 
istrative facilities and know-how to make it possible for the many 
millions of Americans in all industry to take part in this great social 
development which eases the way for them to take care of themselves. 

To the medical profession, I must say that it must do its full share 
to keep these medical expense plans sound by keeping its own house 
in good order. The threat of socialized medicine, with all its inherent 
evils, with all its inherent financial burdens upon the American body 
politic, can be averted only by the medical profession’s self-policing, 
by its own house cleaning, and by its own voluntary elimination of 
existing abuses with which it is only too well familiar. 

To the insurance industry, I must say in the vernacular that it 
must get the “lead out of its pants.” Time is running out of it. The 
insurance companies, both life and casualty, cannot forever keep 
playing it safe. Testimony recently given before this committee by 
the representatives of the insurance industry was replete with state- 
ments that catastrophy medical insurance was new in concept, that it 
was an experiment, that the insurance industry must move slowly, 
that it must be careful, that it must establish fences and hedges, that 
it must exclude psychiatric treatment; that it must exclude the cost 
of treating alcoholism, drug addiction, contagious diseases, diagnoses 
and others, so that instead of a comprehensive, all-inclusive plan, 
all they could offer was one of limited value. 

The time for all that is past, and the time for a positive approach 
and positive leadership is at hand. The insurance industry must take 
the initiative, it must use the imagination that it has and by which it 
became the great economic and social empire that it is, and must 
provide the vehicle for the establishment of sound, adequate insurance 
protection plans, so that the greatest number of the American popu- 
lation may reap the benefits of such a program. 
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Whether the insurance industry likes it or not, whether it thinks it 

possible or not from an underwriting point of view, whether it cares 
does not care if the American standard of living and medical 

service is kept at its highest level, of one thing we and it can be sure 
major medical expense insurance in one form or another is here to 
stay. 

As to the place of government in this picture, I respectfully submit 
to your committee that the expansion and extension of this program 
of providing adequate medical care to all segments of the popnlation, 
in all parts of the country, at all income levels, must be a primary 
objective. 

It is a legislative function of government, and this I believe to be 
the greatest area of governmental effectiveness, to provide material 
aid toward increasing the supply and quality of medical care, all 
types of medical care. Government must help in the area of medical 
education, as it does in the establishment of greater hospital facilities, 
so that the supply of medical service in all parts of the country may be 
increased, 

In conclusion, may I suggest, that within the wonderful framework 
of free enterprise, our Government must embark upon a great educa 
tional program, and if necessary, provide the necessary subsidies } - 
all areas of medical care in order to assist the operation of suc! 
hospital and medical educational facilities. With the intelligent — 
active cooperation of industry and labor along with the wholehearted 
participation of the insurance industry and the medical profession, 
all of the American people may reap the benefits of the highest level 
of medical care. 

(The documents are as follows :) 


APPENDIX A 


UNIVERSAL PICTURES CO., INC., GROUP INSURANCE PLAN, 
DEVELOPMENT, AND ADVANCEMENT 


HISTORICAL CHANGES, 


In view of the extensive and complex expansion of the plan, particul 
July 1945, a chronological record of the significant changes and 
historically valuable. 

The following brief of such changes was gleaned from 
available December 1953. 

In about the year 1926 the plan was inaugurated under an arrangement with 
Travelers Insurance Co. There is no record available as to the scope of the plan 
but apparently it provided life insurance only and in modest limit. 


arly since 


events is 


records and sources 


About the year 1930 the arrangement was terminated with Travelers Insur 

ance Co. and — with John Hancock Mutual Life Insurance Co. 

Prior to August 5, 1989: The plan was improved from life insurance only to 
Life insurance yj $1,000 to $10,000. 
Accidental death and dismembe .rment $2,000. 

Accident and sickness, weekly benefits, 13 weeks $10 to $40. 


August 5, 1989: Hospital and surgical insurance was incorporated in the plan 
Other provisions remained unchanged. The new forms were: 


Hospital room and board 


‘ pecusdn $5 day 
Hospital, number of days maximum: 
Maternity __-__- Gs ie iites : 4 ’ 14. 
All other ____ au : ; £ : 3 
Hospital additional: 
% times daily, maximum____- Lhe i ES. dad setdnssiccasis 


Surgical ___-- bil aide sca deindl ee ee $150 
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January 1, 1944: Eligibility waiting period adjusted to 60 days. Previously, 
if an employee had prior employment in a motion-picture studio there was no 
waiting period 

July 1, 1945: Adjustments: 

Life insurance schedule increased to $2,000 to $20,000 


Hospital benefits increased to 


Room ahd board, daily " $5 and $6. 
Additional: 
10 times daily, maximum $50 and $60 
March 1, 1946: Dependent insurance incorporated in plan for benefit of wives 
and children. Coverage provided was hospital benefits on same basis as for 


13: Surgical benefits for employees increased 50 percent across 





maximum $150 to $225. 


July 1, 1848: Hospital benefits increased to: 


Room and board, daily S7 and $8 
Additional: 
10 times daily, maximum $70 and $80. 
June 1, 1949: Following increases effected: 


1 ] 


Hospital benefits: $7 daily allowance discontinued. $8 daily allow 
ance effective for all classes 
Dependent surgical added to plan. Maximum $200 


Employee surgical increased from $225 maximum to 300 





July 1, 1959: Diagnostic X-ray benefits added to plan for employees and 
dependents. Maximum, $37.50 
September 1, 1952: the following changes and conditions became effective: 
Major medical expense benefits introduced for employees and 


dependents. Maximum a ainct tent _... $5, 000 
Life insurance schedule maximum increased from $20,000 to_- $25, 000 
Diagnostic X-ray benefit increased from $37.50 maximum to___ $75 
Hospital benefits inereased to: 

Room and board, daily Ride $10 
Number days, maximum 
Maternity 14 
All other Fa # 180 
Additional : ; $500 
Dependent surgical increased to conform with employee from 
$200 maximum to ‘ 2 $300 


December 28, 1952: The following improvements were incorporated in the 
plan for employees and dependents: 


Hospital benefits increased to: 


Room and board, daily P Si $12 
Number days, waximun 

Maternity . 14 

All other > i : 180 

Additiona 2 ia $1, 000 

Surgical increased from $300 to . $350 
Diagnostie X-ray benefit changed from $75 limit in calendar year 

to ie cal Unlimited 


January 1, 1953: Califorria—-Unemployment compensation disability adopted 
as voluntary plan. State benefits improved to provide: 

Hosnital benefits $8 day for 180 days, instead of $8 day for 12 days. 
Weekly benefits to provide mayimum $30 weekly for 26 weeks on January 
S, 1926 basis per disability instead of August 26 basis per benefit year. 

Voluntary plan was not integrated with Group Insurance Plan. Each being 
independent of the other ; 

January 1, 1953: 25 years service. The plan was adjusted to provide that all 
group insurance benefits may be permanently retained by the employee after 25 
years service with the company. Subject to continued payment of weekly 
premium contribution 

January 1, 1954: Supplemental life insurance program became effective. Op- 
tional for employees but option may be exercised only during eligibility period. 

Range from $1,000 to $25,000 


Employee weekly premium contribution on 50/50 formula 





ill 
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[From Best’s Insurance News, 195 
MAJOR Mepicat Exprenst 


ANALYSIS OF THE ECONOMIC AND SOCTOLOGICAL ASPECTS OF THE SEVEN 


NTS OF 


THE MED.CAT EXPENSE PROBLEM 


(By Benjamin Lorber, insurance manager Universal Pictures Co., In 

A great deal has been said and written during the past 2 or 8 y 
this new-born babe in the field of accident and health instirance coverage 

major medical expense. Most of that which has been said and written was 

pointed at the methods proposed or adopted by the respective carriers wh 

are offering this form of covereage to meet the growing demand for protection in 

those areas of medical expense that had heretofore been entirely neglected or 


ni 
inadequately met. The discussion of this subject by both the 


casualty com] 
nies and the life companies, regardless of whether they are in the major medi 


expense market on the individual contract basis or on the group basis, has been 
a large measure predicated upon an attempt to meet the growing challet 


lenge 
governmental intervention in the field of health insurance 





A REAL CHALLENGI 


That this challenge is real is attested to by the recent publication of the 
report to the President of the United States by the President’s Commission 
the Health needs of the Nation, known as the Magnussen Commission, ent 
“The People Speak.” This report presents testimony given at publie hearit 
in various sections of the country of the everincreasing problem of meeting 
present day cost of medical care lt highlighted the keen interest in the ques 
tion on the part of every segment of the American population including map- 
agement, labor, the medical profession, publie health officials, sociologists, farm 
groups, educators, the insurance business, Blue Cross, Blue Shield and other 
medical service organizations. While this President’s Commission has not ] 
mulgated any final conclusions, even a cursory reading of the interim report w 
indicate a great concern with the problem of providing adequate medical serv 
ices and how to make such services available to the greatest part of the popula 
tion in every part of the country, at all income levels, in every walk of life 
Of even greater and more particular concern was the problem of paying for 
unexpected, unusual major medical expense, the effect of which would be cata- 
strophic to the financial stability of the average family involved 

It is the purpose of this paper to analyse the economic and sociological aspects 
of the major medical expense problem and to present the point of view and ex 
perience of a buyer of insurance and administrator of a comprehensive insurance 
program covering more than 3,000 fainilies, spread in metropolitan areas over 
30 States, with fairly large concentrations in the cities of New York and Los 
Angeles, and with income levels from a low of $2,500 annually to a high in 
excess of $50,000 annually. The type of people included are both white collar 
and labor, skilled and unskilled, and each group is made up of varying ages. In 
short, a good cross-section of American people in an income level to some degree 
higher than the national average income level 





ro 


A BROAD PLAN 


This group is representative of that large part of the American population who 
are daily fearful of what a sudden, major illness or accident to a member of their 
family with its attendant major medical expense, will do to their financial sol 
vency. It is for these people that provision must be made to protect them against 
the exigencies of such catastrophic medical expense. This form of protection or 
insurance when provided, must be sociologically and economically sound and 
must be so conceived and so planned that it will stand up from an underwriting 
point of view. Such a plan must be bread enough to provide the required pro 
tection within accepted principles of insurance underwriting as outlined herein 
after, so that it will not fall of its own weight or become too expensive for the 
average family. 

One of the basic conclusions which the President’s Commission reached as 
result of the hearings outlined in their report was that catastrophic illness costs 
were too much for the average man’s pocketbook even if he were aided by ar 
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average voluntary health insurance plan. That is the essence of the problem 
and how are we to meet it? Let us list those types and areas of medical ex- 
pense and analyse each in the light of : 

1. Their effect on the financial stability of and the ability to pay by the average 
family. 

2. What forms of insurance protection are already available and whether such 
forms of protection are adequate to meet the needs of the public in the light of 
the development of modern medical practice, and 

3. What controls and underwriting fences must be established so that the 
provision of coverage for catastrophic expense may be placed and kept on a 
sound basis and at a reasonable cost. 

The following are the major items of medical cost which are commonly 
encountered : 

1. Hospital room and board. 

2. Adidtional hospital charges for services rendered other than room and 
board such as operating room, anesthesia, X-ray and laboratory examination, 
drugs and medications, ete. 

3. Surgical fees (in or out of hospital). 

4. Medical fees (in or out of hospital). 

5. Registered nursing fees (in or out of hospital). 

6. Services and supplies outside of hospital such as rental of iron lungs and 
other mechanical equipment, hospital-type beds, oxygen and rental of equip 
ment for its administration, X-ray and laboratory examinations and other thera 
peutic services and supplies. 

7. Drugs and medicines. 


A GROUP BASIS 


Before discussing each of the items of medical expense in relation to a major 
medical expense reimbursement plan, the writer wishes to point out that this 
entire discussion is predicated on the establishment of such a plan only on a 
group basis. It is our firm conviction, and the history of Blue Cross and Blue 
Shield as well as the experience of most of the service type plans and organiza- 
tions bear us out, that where health insurance either in the form of hospitaliza- 
tion, surgical, or medical benefits has been provided on an individual contract 
basis, the underwriting experience was uniformly bad and that the insurance 
cost of such plans became increasingly high so that in many cases many such 
plans had to abandon such individual contracts. It became clear to them that 
such a method of writing made them subject to adverse selection and there was 
no way of overcoming the effects of such an adverse selection. 

Those carriers who would write major medical expense insurance on an indi- 
vidual contract basis must face the same hazards of adverse selection and must 
either place limitations and exclusions in their coverage to such a degree so as 
to make the coverage itself ineffectual, or place such a high price upon it as 
to put it out of the reach of the average income family. We are firm in our 
belief that the only sound approach to the problem of providing protection against 
the hazards of major medical cost is on the group basis, subject to the long es- 
tablished principles and rules of group insurance underwriting. Those princi- 
ples, which are well known to everyone engaged in the field of group insurance, 
have been tested over a long period of time and have proven sound in the fields 
of weekly indemnity insurance, hospitalization and surgical benefits and cer 
tainly should be made applicable to a major medical expense plan in order to 
keep this new addition to the family of health insurance sound. 

It is also our firm belief that a major medical expense plan should be com- 
pletely integrated with and made part of a hospitalization and surgical plan, re 
gardless of whether such a plan is a service type such as provided by Blue Cross 
and/or Blue Shield or a benefit plan as underwritten by an insurance company. 
We do not however imply that both the hospital and surgical plan and the major 
medical expense plan must be underwritten by the same carrier except that any 
sound buyer of this type of coverage will recognize the obvious advantages and 
economies of administration by placing all such coverages under one package 
with a single carrier. 

EACH OF THE ELEMENTS 

With the foregoing basic principles in mind, let us proceed with the discussion 
of each of the elements which make up major medical expense insurance and in 
such discussion we will evolve some new principles that we believe are “musts” 
in setting up such protection. 


sell 


en. 
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1. and 2. Hospital room and board and hospital charges for additional services 
other than room and board 


An examination of hospital room and board charges across the country in 
cluding metropolitan as well as rural or suburban areas, indicated that the aver 
age room and board charged for semiprivate facilities was in the neighborhood 
of $15 to $16 per day. We also found that private facilities were available, 
particularly in the larger cities, at varying rates up to $60 per day for deluxe 
suites. This enormous gap in cost of hespital facilities from $15 per day to 
$60 per day highlighted one of the basic questions that must be answered and 
which Should be faced to a greater or lesser degree in each of the areas of medical 
cost ; namely, can we set-up a plan that would permit the selection of $60 per day 
facilities and have such selection and consequent cost paid for by the major 
medical expense plan. Obviously, we came to the conclusion that there was no 
way in which the S60 per day facility could be insured. There was no sociological, 
economical or medical reason to provide insurance for any room and board facil 
ties beyond those which the person in an income bracket of approximately 
$10,000 annually would normally use if he were paying the entire bill himself 
We, therefore, decided to change our existing hospitalization plan to a $12 per 
day room and board benefit, which benefit represented about 75 percent of the 
average room and board cost predicated upon the principle outlined above. We 
extended the period of coverage from 31 days to 180 days, and after careful study 
we were convinced that in more than 98 percent of the hospitalized cases such a 
period of coverage was adequate to meet any catastrophic contingency or medical 
requirement. 

In the area of hospital charges for services other than room and board 
which include operating room, anesthesia, X-ray and laboratory examina 
tion, drugs and medications, etc., we felt that the patient was not in a po 
sition to make any selection whatever as to type, quantity, frequency, or 
cost of the services listed above, and that the cost for such services in a 
large measure were standard as to a particular hospital, and would not to 
any material extent be influenced by the presence or absence of insurance 
protection to pay for such costs. As a matter of fact, most service type 
plans in existence today provide benefits for such costs on an “unlimited” basis 
We, therefore, after careful examination of a large cross-section of hospital 
cases came to the conclusion that an alowance of $1,000 for case-room fees in 
any one hospital confinement was tantamount to an unlimited benefit for suc 
costs, and in the great preponderance of cases was adequate. We, therefore, 
adjusted our existing hospitalization plan to provide $1,000 benefit for case 
room fees for each disability. If future experience should prove that the $1,000 
allowance became inadequate in any representative number of cases, we could 
without too much difficulty and without any material increase in the cost 
change such benefit to $1,500 or $2,000 as the need arose 

We then excluded from the major medical expense plan all hospital charges, 
since such charges were adequately taken care of on a catastrophic basis under 
the existing adjusted hospitalization plan 


3. Surgical fees (in and out of hospital) 


This was the most crucial area of medical expense and one which has seriously 
troubled all underwriters in the field of health insurance. Here was an element 
of cost that had no standards, which could vary, for the same service, from a 
charge from $100 to $2,000 or more; that was predicated in a very large measure, 
not upon the type of service rendered but most usually upon the patient's ability 
to pay and his available financial resources. How could one determine how 
much an appendectomy was worth? Was it worth as much for a person earning 
$5,000 a year as for a person earning $15,000 per year? If there was a direct 
relationship between relative fees and relative earnings, i. e., if a person who 
earned $15,000 annually paid 3 times as much for surgical treatment as a person 
who earned $5,000 annually paid for the same procedure, we could somehow 
work out a formula for underwriting these relative costs. Unfortunately, there 
is no fixed pattern or standard and there is no way to apply a mathematical 
formula. 

In planning the setup of our major medical expense plan we examined about 
500 surgical claims in all areas of the country. We eliminated from our survey 
the claims submitted by people whose earnings were in excess of $15,000 per year 
We also eliminated the claims of those people whose earnings were $5,000 or 
under per year. We, therefore, obtained a cross-section of surgical fees charged 
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for almost all types of surgery (whether performed in or out of the hospital) 
for people in an income bracket of between $5,000 and $15,000 annually. 


SURGICAL FEES 


A Health Insurance Council report, Accident and Health Coverage in the 
United States, dated June 1952 indicates that at the end of 1951 that there 
were in excess of 65 million people covered by various types of surgical benefit 
plans. This number includes those covered by both benefit-type and service-type 
organizations As of the end of 1952 it is estimated that this number is in 
excess of 70 million people. In most cases the plans provide benefits on a 
scheduled basis. Excepting for a few types of surgery, particularly in the area 
of fractures where definition is difficult, we found that to a large degree the 
benefits provided in what is commonly known as the $300 surgical benefit sched- 
ule paid for between 65 and 75 percent of the surgical bills. This survey also 
disclosed that in a majority of surgical cases, the surgeon geared his fee to 
the benefit provided under the insurance schedule 

It has frequently been reported to us that when an insured person makes 
arrangements for surgery he is asked whether he has insurance and if the 
reply is in the affirmative the next question is, “How much does it pay?” 
Usually the fee is set at approximately 30 or 40 percent higher than the benefit 
provided, making the insured person’s share of the cost about 65 or 75 percent 
of the total bill as indicated above. Recognizing this indicated practice, and 
with tongue in cheek, we increased our schedule to a 33850 maximum benefit. 
The purpose of this change was to attempt to bring the schedule up to the level 
of 75 percent of the bill. If in the future this schedule should prove inadequate, 
it will not be too difficult to further adjust and bring it in line with existing 
fee conditions. We are presently negotiating for the correction of some of the 
individual items within the schedule so, that the entire schedule will be in 
balance. 

We then excluded all surgical fees from our major medical plan, and thus 
eliminated one of the greatest dangers to the solvency of the plan. 


THE HIGHER THE BILL 


While we do not wish to cast any reflection on the medical profession and its 
attitude toward surgical fees, we have been convinced by broad experience that 
the greater the benefit provided the higher the surgical bill; and the increase of 
the surgical benefit schedules or the provision of an open end (unscheduled) 
benefit will tend to increase the fee or even lend itself to an unfortunate subrosa 
deal between surgeon and patient for the absorption of the deductible or co 
insurance factors (which are discussed later in this paper). We are equally 
convinced that in keeping surgical benefits on the scheduled basis, we were not 
prejudicing the position of the insured person nor were we in a great preponder- 
ance of cases failing to provide the adequate and needed protection. Our 
experience in the operation of our major medical expense plan has proven our 





conclusion sound 
After having discussed in detail and disposed of the two areas of medical 
expense which have created underwriting uncertainties and which were subject 
to abuse and the consequent unsoundness and insolvency of the entire plan, we 
would like to present an outline of what we consider an ideal major medical 
expense plan. It should reimburse for regular and customary charges resulting 
from any noncompensable injury or disease (excluding pregnancy) for— 
1. Medical treatment by a legally qualified physician—in or out of the 
hospital 
2. Private-duty nursing by a registered graduate nurse in or out of 
the hospital 
3. For services and supplies when not confined in a hospital, such as 
rental of iron lung or other mechanical equipment, rental of hospital-type 
bed, oxygen and rental of equipment for the administration of oxygen, 
prosthetics, braces, crutches, X-ray examination (other than dental X-rays), 
anesthetics and the administration thereof, and/or therapeutic services and 
supplies. 


THE PLAN PROVIDES 
This plan provides for the payment of the charges enumerated above to the 


extent of 75 percent of such charges after providing for a deductible of $100; 
with a total aggregate limit for each assured in the amount of $5,000. 
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The plan provides that a period of disability shall start the day the assured 
has received the first treatment for which a charge that is includible under the 
plan is made, and shall end 180 days after the date of the last treatment for such 
disability. Benefits for each disability shali terminate when 2 years have elapsed 
from the commencement of the disability as defined above or the payment of 


the $5,000 aggregate benefit, whichever occurs first 


}. Medical fees (in and out of hospital) 

The growth of medical expense reimbursement protection. during the past 
few years has more or less kept pace with the expansion in the field of hospita 
ization and surgical benefits. The Health Insurance Council reports that at 
the end of 1951 about 28 million people were covered by some sort of medical 
expense plan, most of them by the service type. From the available statistics 
0 percent of those covered have protection under the insured benefit plans whic! 
generally provide a fixed reimbursement (usually $3 or $4 for each office o1 
hospital visit and $5 or $6 for eack home visit), with most plans providing for 
the exclusion of either the first or second visit While the lower income groups 
nationally have come within the scope of the service-type plans, since most « 
these limited participation to low-income groups (under $3,000 annually), the 
great majority of the American people were completely without any form of 
protection against the great raider of family security—the doctor's bill in a 
major illness, either at home or at the hospital. 

In discussing the existing medical expense plans (described above providil 
for limited reimbursement for a limited number of visits) the writer has fre 
quently and publicly maintained that this type of coverage has no merit as a 
socially desirable form of insurance nor is of any real economic value to the 
people insured. Such plans are difficult and usually expensive to administer 
and have been sold largely because the insurance companies writing this cover 
age have been pressured into the business by the growth of industry-labor nego 
tiated funds throughout the country. Apparently there are some who are en 
gaged in the administration of such negotiated funds who feel that the reputation 
of such funds is enhanced in the eyes of the beneficiaries thereof if a benefit 
is provided that could and would pay off rapidly. Very little consideration was 
ever given to the social implications of establishing such medical expense 
reimbursement plans. 


NOT THE NUMBER OF VISITS 


We have often characterized this form of insurance as being analogous to 
insuring the grease job or oil change on an automobile and leaving the entire 
automobile itself uninsured; or insuring the shoe sole repair job and not insur 
ing the contents of the entire home against disaster. Under the major medical 
expense plan outlined, we are not concerend with the number of visits but rather 
with the cost thereof. After a great deal of study, we found that we did not 
have any of the misgivings that-some underwriters and carriers had that this 
item of cost would get out of control and be subject to abuse. We found that 
within the framework of the deductible and coinsurance factors, medical costs 
would be usual and would not be unduly inflated because of the availability of 
a substantial insurance benefit. In most areas of the country doctors fees either 
in the home, hospital, or office are fairly well known and standardized. The 
fees for consultation services could be fairly well established. We, therefore, 
reached the conclusion that it was socially, economically, and from an insurance 
underwriting point of view, sound and desirable to provide coverage for all 
medical bills regardless of where incurred and without consideration to the num 
ber of visits involved, subject to the coinsurance and deductible provisions of 
the plan. We have become convineed that the provision of coverage for such 
expenditures filled a great void in the area of protection for the American family 
against the ever-present danger to their financial stability that might be 
brought on by serious and major illness or injury. 


Registered nursing fees (in and out of hospital) 

Examination of hundreds.of claims, particularly those for hospital care, in- 
dicated a woeful lack of coverage in the realm of expenditures for nursing 
services. The study of the cases showed conclusively that this item of ex- 
penditure could be far most costly than hospital room and board charges, since 
around-the-clock private nursing service costs approximately $40 per day. We 
believe that the coinsurance factor will to a large extent eliminate any possible 
abuse of this benefit and that the operation of the law of supply and demand of 
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nurses will eliminate any tendency on the part of the assured to avail himself 
of such services because of the insurance benefit, whether needed or not. We 
disagree with those who contend that this service performed outside the hospital 
might be confused with extra household help and therefore should be excluded 
from coverage. We have, however, placed one limitation on this benefit, namely, 
that the service be rendered at the direction of the doctor and by a registered 
graduate nurse who is not a member of the assured’s immediate family. 


6. Services and supplies listed in the outline of the plan while not in a hospital 
This item does not require much discussion since its inclusion within the con- 
cept of a major medical expense reimbursement plan is obvious. 


y 


7. Drugs and medicines 


In setting up our plan a great deal of thought was given to the question of 
whether or not expenditures for drugs and medicines, even though limited to 
those which are prescribed by the physician should be included. We came to 
the considered conclusion that such expenditures did not properly come within 
the definition of catastrophic or major medical expense, and therefore should be 
excluded from the coverage. The reasons for this conclusion were that we could 
not contemplate nor make underwriting provision for the purchase of drugstores 
throughout the country, nor for other similar abuses that would be possible by 
the blanket inclusion of drugs and medicines. We also considered the large 
problem that the assured would have in presenting his claim and obtaining 
either receipted bills or signed claim forms together with all the other incidental 
but perplexing administrative problems. We, therefore, decided that we did not 
intend or want to pick up the minor expenditures of from $1 to $5 for prescrip- 
tions, and that the assumption of these minor costs by the assured would not 
be any burden upon him. We did, however, recognize the growing medical 
practice of using the newly discovered drugs such as cortisone, ACTH, and so 
forth, and the high cost of such new drugs. We felt that the failure to include 
the expenditures for such drugs might become burdensome to the average family. 
We have not as yet found the proper language to describe our intention to in- 
clude the above-mentioned expensive type of drugs and exclude the usual, every- 
day inexpensive, nonburdensome expenditure, and we left that problem to be 
handled in the administration of the plan. 

The problem of setting up a proper deductible received a great deal of atten- 
tion. This phase of the plan was not examined from the point of view and 
with the intent of reducing the sum total of the amount of the claims to be paid 
to all of the insured people thereunder over a period of time, for obviously the 
aggregate value of this deductible would not importantly affect the underwriting 
soundness of the plan in either direction. As a matter of fact, we even, though 
only for a short time, toyed with the idea of substituting a franchise for the 
deductible; i. e., paying claims from the first dollar, provided, however, that 
each of them ran beyond $100. Discretion dictated going back to the deductible 
factor. We concluded that its sole purpose should be to eliminate from coverage 
the everyday, usual medical expense which should not be the subject of insur- 
ance. We also concluded that it should not be more than $100 for each dis- 
ability as defined under the plan, because any greater amount would in effect 
unduly and improperly reduce the area of protection to a point where it might 
work hardship on those insureds in low- or medium-income groups. 

The concept of coinsurance has been accepted by all who have given any study 
or thought to the planning of major medical expense insurance. All have 
agreed that the establishment of a partnership between the assured and the 
earrier is esential to the stability and success of the plan. 


THE AMERICAN WAY 


We fully subscribe to this thesis and believe that is the American way of 
handling the problem. The American people are a proud people who like to pay 
their own way and don’t want anyone to pick up their bills or to give them a 
receipted-in-full bill. We are a prudent people, and we insure our exposure to 
eatastrophic loss, and we don’t mind participating in carrying the load. The 
American people are a very human people, subject to all the human frailties, so 
that it become essential that proper safeguards and fences be established to re- 
duce to that minimum which is dictated by economic and underwriting neces- 
sity those possible abuses of this ayonderful package. ‘Therefore, the establish- 
ment of a 75 percent coinsurance factor is good insurance practice, is prudent, 
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and is a sound approach to joint participation in meeting major medical 
exp nse. 


CONCLUSION 


This paper would not be complete without giving some background of the 
processes that went into the development of the plan and principles outlined 
herein. In preparing this paper we did not intend to make it a detailed ex 
position of the plan which we have adopted and which is in operation today, but 
rather to present a statement of basic, though general, principles upon which 
we believe the structure of major medical expense insurance can be soundly 
built. We have omitted discussion of whether or not preexisting illnesses should 
be included (they were included under our plan) or specific definitions of 
terms, or rules of eligibility and termination, or of specific premium rates only 
because such matters applied particularly to our case. Any decision relative to 
these items would have no effect whatever on the principles outlined. The en 
tire subject of major medical expense insurance is a new one; the experience 
with it has been meager, and all who have concerned themselves with the prob 
lem have agreed that its development has in a large measure been experimental 


THE INSURANCE CARRIERS 


Our group-insurance carriers, the John Hancock Mutual Life Insurance Co., 
represented by Messrs. Edward A. Green, vice president; Melvin Olsen, director 
of group insurance, and Lynn Wadsworth, staff technician, together with Mr. 
Eric A. Egge, vice president of Marsh & McLennan, Los Angeles, spent many 
months working with the writer in developing the plan set forth in this pape 
We had the able assistance of the medical director of John Hancock Mutual Life 
Insurance Co, and we canvassed the experience and opinions of many other 
people in the medical field for guidance and advice. It might be pointed out 
that the approach by both ourselves and our carriers to this problem has been 
one of good faith—and we have set forth the following rules as a test to deter 
mine whether an item of medical expense comes within the purview of the 
plan: 

1. Is it an item of major expense for medical care? 
2. Is there a social or economic reason other than that “it is convenient and 
a good thing to get’ for the assured to be reimbursed for the expenditure 
within the principles set forth? 
8. If there is such a social or economic reason, how can we fit such an 
expenditure into the plan? 

This plan has been built and formulated upon the thesis that the assured bene 
ficiaries thereof would treat the benefits provided in complete good faith, not 
withstanding many loud statements to the contrary by some people. We sub 
scribe to the principle that the American people as a whole are inherently honest 
and believe in fair play, and with an administration both on the part of the 
earrier and the administrators that is based upon a liberal perspective of the 
objectives of the plan, the major medical expense plan can be soundly under 
written. When such a plan is established on sound, basic group-insurance prin 
ciples it could be maintained at a sound cost within the economic reach of every 
income level. We firmly believe that such a plan, soundly conceived and sanely 
administered can be the ultimate answer and solution to the ever-present fear 
and dilemma of the unpredictable, undeterminable, unforeseeable possibility of 
financial bankruptcy that faces each family as a result of major medical 
expense. 

While 8 months is a short period of time in the lives of people or in the 
history of social and economic development, we have found it of sufficient length 
to test, in many varying conditions, the principles and policies set forth herein 
and we are pleased with what we see. The plan has done the job we intended 
it to do. It has been gratifying to already see a number of families actually 
saved from financial disaster through its operation. 


EACH DAY WE LEARN 


We also have clear-cut evidence from the other side of the picture that we 
have planned well. The underwriting experience, notwithstanding a great deal 
of publicity at the introduction of the plan and since, has remained very goed. 
The plan was set up at a fair, reasonable premium within the reach of all in- 


come levels. We are still in the transitional stage and we do not presume to 
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know all that should be known in the field of major medical expense insurance. 
Each day we learn something new, some new angle, some new developments in 
the field of medical practice that in some way affect the administration of our 
plan. It is essential that we maintain a flexible position because there is nothing 
static in the whole field of medical expense. We must be ready to change and 
adjust as conditions change. We must go forward with open minds and good 
hearts, never taking a position today which we would not be ready to change to- 
morrow, but always keeping our objectives in the forefront. We humbly feel 
that a real step forward has been taken in the field of health insurance and 
that some contribution has been made toward the improvement of the standard 
of living of the American people. 


GROUP INSURANCE PLAN EFFECTIVE JANUARY 1, 1954 


The insurance described in this booklet is underwritten by John Hancock 
Mutual Life Insurance Co 


The information contained herein is intended to be only a summary of the 
principal features of the plan. The insurance provided under the plan conforms 
to the contracts between Universal Pictures Co., Inc., and the insurance company. 
UNIVERSAL PicTures Co., INc., 
Pactric COAst StTuplios, 
Universal City, Calif. 
To Universal Employees: 

For many years the company has made a plan available which provides group 
life and accident and health insurance for employees and their families. 

The consistent aim of the company is to conservatively develop and broaden 
this insurance program as steadily as time and conditions permit. It is regarded 
as one of the most comprehensive and progressive arrangements in industry. 

The wholehearted manner with which employees support the plan is indicative 
of their earnest endeavor to make provisions against the cost imposed by health 
emergencies. Many employees and their families have benefited thereby. 

The company makes a substantial contribution to the premium cost of the plan, 
as well as the cost of administration. 

Subscription to the plan is sincerely recommended to all employees. 


UNIVERSAL Pictures Co., INC. 
Group INSURANCE PLAN 


For employees not subject to motion picture health and welfare fund: 
1. Life insurance 
2. Supplemental life insurance 


3. Accidental death and dismemberment insurance 
4. Accident and sickness insurance (weekly benefit) 
5. Hospitalization insurance: 
(a) Daily board and room allowance 
(b) Benefit for additional hospital services 
6. Surgical operation benefits 
7. Diagnostic X-ray benefits 
8. Major medical expense benefits 
9. See section on California unemployment compensation for disability 


For employees subject to motion picture health and welfare fund : 
1. Life insurance 
2. Supplemental life insurance 


3. Accidental death and dismemberment insurance 

4. Accident and sickness insurance (weekly benefit) 

5. Major medical expense benefits 

6. See section on California unemployment compensation for disability 


For dependents of all employees: 
1. Hospitalization insurance : 
(a) Daily board and room allowance 
(b) Benefit for additional hospital services 
2. Surgical operation benefits 
3. Diagnostic X-ray benefits 
4. Major medical expense benefits 
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GENERAL INFORMATION 


ELIGIBILITY OF EMPLOYEES 


New employees are eligible to apply for the group insurance plan without 
medical examination upon completion of 60 days continuous employment and are 
actively at work on the effective date of their insurance. The period of eligibility 
continues for 30 days thereafter, at conclusion of which eligibility for the plan 
ceases. In other words, applications may be accepted only during the first ninety 
days of employment. 

The amounts and benefits for which application may be made is determined by 
the employee's permanent basic weekly pay, exclusive of overtime pay. 


ELIGIBILITY OF DEPENDENT 


An employee may apply for dependent insurance when he is eligible and has 
filed application for the group insurance plan or when he acquires such qualifying 
dependents. Applications may be accepted for dependent insurance only when 
eligible. 


DEPENDENT DEFINED 


An eligible dependent is the wife or husband of an insured employee or an 
unmarried child who is 14 days but less than 19 years of age; or, an unmarried 
child 19 years but less than 22 years of age and who is a full-time student. 


PREMIUM CONTRIBUTION 


The cost of the plan is shared between the company and the employee. The 
employee’s share of the premium cost is deducted weekly from his payroll check. 


CERTIFICATE OF INSURANCE 


Employees will receive a certificate of insurance specifying the benefits to which 
they are entitled in conformance with the schedule of insurance contained in this 
booklet. 


CHANGE OF BENEFICIARY 


Employees may change their beneficiary at any time by completing the forms 
provided for that purpose. Instructions and forms may be procured from the 
insurance department. 


CHANGE OF NAME 


Employees who, either by court approval or by marriage, change their names 
should consult the insurance department immediately 


CLAIM PROCEDURE 


Employees should call the insurance department to secure the necessary clain 
forms 


TERMINATION OF INSURANCE 
Employee 


The insurance policy is cancelled at the termination of employment with Uni 
versal Pictures Co., Inc. However, employees laid off temporarily, or on approved 
leave of absence, may arrange to continue their insurance by paying the weekly 
premium in advance for a period not to exceed 90 days. Insurance is in force 
during the period for which premiums have been paid 

Exception: disability status.—The foregoing conditions relating to termination 
of insurance shall not be effective where an employee is totally disabled, has filed 
claim for and is eligible to receive weekly benefits under the plan. If such status 
of total disability continues uninterrupted beyond 6 months, the weekly premium 
contribution shall be waived and insurance remain in force thereafter and during 
the term such status of total disability exists. 

Eeception: retirement status—The foregoing conditions relating to termina 
tion of insurance shall not be effective when an employee attains retirement status 
as defined.. Retirement status shail be deemed to be attained after completion of 


Or 


25 years of service, whether or not the employee continues in active employment 
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with the employer. An employee who attains such retirement status shall be 
eligible to continue those insurance benefits, except accident and sickness weekly 
benefits, as are effective and in force on the date of attainment of such status, pro- 
viding that he continues to remit to the company the required amount of his 
weekly premium contribution. 


Dependents 


Insurance for dependents shall cease automatically : 

(a) On the date of termination of employee insurance; 

(b) On the date a dependent becomes insured as an employee of the company ; 
or 90 days after such employment, whichever first occurs; 

(c) On the date of divorce or legal separation from the dependent husband 
or wife; 

(d) If the dependent is a child, on the date on which the child attains the 
age of 19 years; or, on the date of the child’s marriage; or, if a full-time 
student, on the date on which the child attains the age of 22 years; or, on 
the date such child enters military service, whichever first occurs. 
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Schedule of insurance for employees subject to Motion Picture Health and 
Welfare Fund 


A cci- 
dental Maj > 
: h lilies ajor {Employee 
Class Basic weekly pay Life oie pide medical weekly 
mem ber- expoum Coss 

ment 
Less than $40 $1. 00 $1, 000 $5 $5, 000 $0. 27 
$40 to $50 1, 000 1, 000 10 5, 000 31 
$50 to SH 2, 500 1, 000 15 5, 000 59 
4 $60 to $7F 2 500 1, 000 20 5, 000 63 
F $70 to $ 2 AW) 1, 000 25 5, 000 67 
¢ $7 » $90 4, 000 1, 000 30 5, 000 91 
6A $90 to $100 4, 000 1, 000 35 5, 000 95 
6B $100 to $150 6, 500 1, 000 40) 5, 000 1.34 
7 $150 to $200 9, 000 1, 000 40 5, 000 1.69 
7A $200 to $250 11, 500 1, 000 40 5, 000 | 2. 03 
: $950 to $300 14, 000 1, 000 40) 5, 000 | 2. 31 
RA $300 to $500 19, 000 | 1, 000 40) 5, 000 | 2. 96 
9 $500 and over 24, 000 1, 000 10 5, 000 | 3. 62 


Schedule of insurance for dependents 


Hospital: 


Room and board, daily reimbursement $12. 00 





Maximum additional charges , 1, 000. 00 
Maximum surgical reimbursement 350. 00 
Diagnostic X-ray ; 75. 00 
Maximum major medical expenss , “ ome __. §, 000, 00 
l mployee weekly cost ia < 1.13 

i benefit is related to your basic earnings, exclusive of overtime pay or bonuses. 

r grou surance wl ire 65 years of age or over are requested to report personally to the 

partment to ascertain t benefits to which they may be eligible. If you have a permanent 

lary, it su sted that you immediately notify the insurance department in order that you 

1 e the eatest protection afforded by the plan. Changes in insurance benefits will not become 

Tective be t iat vi our basic salary is permanently changed Under no circumstances may 
ins e be t effected 


Group Lire INSURANCI 
ALL EMPLOYEES 


The principal amount of the policy will be paid to the named beneficiary in 
case of death from any cause. 

Group life insuranee is maintained in force for 31 days following termination 
of insurance without additional premium 


CONVERSION PRIVILEGE 


In case of termination of insurance, the insured employee is entitled to have 
issued to him by the John Hancock Mutual Life Insurance Co., without medical 
examination, a policy of life insurance in any one of the forms customarily 
issued by that company (except term insurance) in an amount equal to, or, at the 
option of the employee, less than the amount of his life insurance under this 
plan at the til of such termination, provided an application is made to the 
insurance company within 31 days from the date insurance is terminated. 








PERMANENT AND TOTAL DISABILITY 


An employee who shall furnish the insurance company with due proof that 
he has become totally disabled by injuries, sickness, or disease, and has been 
continuously prevented thereby from performing any and every duty pertaining 
to his occupation and presumably will during his lifetime be prevented from 
pursuing any occupation for wages or profit, or if he has suffered the entire and 
irrecoverable loss of the sight of both eyes, or of the use of both hands, or both 
feet, or of one hand and one foot, he shall be deemed to be totally and perma- 
nently disabled and the insurance hereunder will become available provided 
such disability or loss has been sustained before attaining the age of 60. 
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SUPPLEMENTAL Group Lire INSURANCI 


ALL EMPLOYEES 


In addition to the life insurance provided hy the group insurance plan, an 
employee may at his option subscribe to the supplemental! life insurance benefits 
Application for these additional benefits may be accepted only in conjunction 
with the group insurance plan and subject to the same eligibility requirements 
The amounts for which application may be made are determined by the em 
ployee’s permanent basic weekly pay, exclusive of overtime pay 

Appticants who are 65 years of age and over are not eligible for this insurance 


CONVERSION PRIVILEGE 


In case of termination of insurance, the insured employee is entitled to have 
issued to him by the John Hancock Mutual Life Insurance Co., without medi 
examination, a policy of life insurance in any one of the forms customarily 
issued by that company (except term insurance) in an amount equal to, or, at 
the option of the employee, less than the amount of his life insurance under this 
plan at the time of such termination, provided an application is made to the 
insurance company within 31 days. 


PERMANENT AND TOTAL DISABILITY 


Benefits under supplemental life insurance are payable only in event of death 

However, if an employee applies for and receives benefits under the provisions 
of the permanent and total disability clause of the group life insurance, the 
amount of his supplemental life insurance shall remain in force and his pre 
mium contribution waived during such time as he qualifies for the said per 
manent and total disability benefits, 

This is in addition to other life insurance provided in the plan 


Supplemental group life insurance, schedule of insurance 


a ha Amount of Emplovee 
Basie weekly pay Svein ceuiiie cams 

Less than $50 $1. 000 ‘ 

$50 to $75 an 1, 750 

$75 to $100 2 FOO 

$100 to $150... saa 

$150 to $200 OO 

$200 to $250 6, 250 & 

$250 to $300 7, 500 

$300 to $500 10, 000 i 

$500 to $600 15 000 2 10 

$600 to $700 20, 000 2.8 

$700 and over 25, 000 3. i 


Note,—T his is in addition to other life insuraneeprovided'in the plat 
Group ACCIDENTAL DEATH AND DISMEMBERMENT INSURANCE 


ALL EMPLOYEES 


This policy provides for payment of the maximum amount shown in the sched 
ules of insurance in case of accidental loss of life, limb or sight on or off the job, 
in accordance with the following, provided such loss occurs within 90 days from 
the date of the accident: 


Pee COG ee Spanien . Full amount 
Accidental loss of sight of both eyes, loss of both 


hands, both feet, or any mentioned members___.__. Full amount 
Accidental loss of sight of one eye, or loss of one hand 
OP TE cade nscinecqeansimearbsenehe ne dean ae ee ---- One-half full amount 


The amount payable hereunder is in addition to any other benefits which may 
be due under the plan. 
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Group ACCIDENT AND SICKNESS INSURANCE WEEKLY BENEFIT 


ALL EMPLOYEES 


If an insured employee becomes disabled by disease or accidental bodily injury 
which prevents him from engaging in any occupation for wage or profit, weekly 
benefits are payable to him. 

Benefits are payable from the Ist day for accidents and the 8th day for 
sickness and thereafter for not more than 26 consecutive weeks during any 1 
continuous period of disability. In the event of sickness, if the employee is con- 
fined in a hospital within the first 7 days of disability, benefits shall commence 
from the first day of such hospital confinement. 

If a female employee be disabled as a result of pregnancy, including childbirth 
or miscarriage, benefits for not more than 6 weeks will be paid from the 8th 
day of such disability. 

The disabled employee must be under the treatment of a legally qualifted phy- 
sician or surgeon to be eligible for benefits. It is not necessary, however, that 
he be confined to his home in order to collect his weekly benefits. 

Benefits payable are outlined in the schedule of insurance as contained in this 
booklet. 


Group Hospirat BENEFITS FOR EMPLOYEES Not Supsect To Morion Picture 
HEALTH AND WELFARE FUND AND DEPENDENTS OF ALL EMPLOYEES 


When an insured employee or dependent is confined in a legally constituted 
hospital for 18 consecutive hours or longer, on the recommendation and approval 
of a legally qualified physician or surgeon, he is eligible for benefits under the 
plan for confinement resulting from nonoccupational disease. There is no time 
restriction when snch confinement is for surgical operation or for emergency 
care following nonoceupational accidental injury or where a charge is made for 
room and board. 


DAILY ALLOWANCE 


Where a charge is made by the hospital for room and board, a daily reimburse- 
ment is made for each day of confinement in the hospital up to a maximum of 
180 days during any 1 continuous period of disability; except, where the con- 
finement is due to pregnancy, the amount of reimbursement is payable up to a 
maximum of 14 days. 


ADDITIONAL BENEFITS 


An additional allowance is payable for anaesthetics and the administration 
thereof, ambulance charges and for all charges made by the hospital for services 
and supplies, except board and room, services of a physician or surgeon and spe- 
cial nursing services. The maximum amount payable is stated in the schedule 
of insurance; except, where the confinement is due to pregnancy, the maximum 
amount payable shall be up to 10 times the rate of the daily allowance. 

If the insurance of an employee or dependent is terminated for any reason 
while disabled, the hospital benefits are payable if hospital confinement occurs 
within 3 months after such termination and during the continuance of the dis- 
ability, except in case of pregnancy confinement this period will extend up to 9 
months after such termination. 


SURGICAL OPERATION BENEFITS FOR EMPLOYEES Not SusJECT TO MOTION PICTURE 
HEALTH AND WELFARE FUND AND DEPENDENTS OF ALL EMPLOYEES 


Surgical benefits will be paid if an insured employee or dependent undergoes 
any operation as the result of non-occupational accidental bodily injury or 
disease. 

The benefit to be paid will equal the fee charged for the operation but in 
no event will the amount of benefit payable exceed the maximum amount stated 
in the schedule of surgical operations and benefits. 

If two or more operations are performed during the course of a single pro- 
cedure, the benefit payable will not exceed the amount indicated for that one of 
such operations for which the largest amount is payable. 

No benefits will be paid for any operation which is not recommended, approved, 
and performed by a legally qualified physician or surgeon. 
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Obstetrical benefits are payable only when conception of the pregnancy occurs 
subsequent to the effective date of this insurance. 

If the insurance for an employee or dependent is terminated for any reason 
while disabled, the surgical benefits are payable if a surgical operation specified 
in the surgical schedule occurs within 3 months after such termination, and 
during the continuance of the disability. In the case of pregnancy, this period 
will extend up to 9 months after such termination 


Surgical operation benefits schedule of surgical operations 
(marimum benefit, $350) 
Abdomen : 
Appendectomy, freeing of adhesions or surgical exploration of the enefit 
abdominal cavity $175. 00 
Removal of, or other operation on gall bladder 262. 50 
Gastro-enterostomy %62. 50 
Resection of stomach, bowel or rectum 350. OO 
Abscesses (see Tumors) 
Amputations : 
Thigh, leg 
Upper arm, forearm, entire hand or foot 
Fingers or toes, each os 
Breast : 
Removal of benign tumor or cyst requiring hospital confinement 
Simple amputation a 
Radical amputation 
Chest : 
Complete thoracoplausty, transthoracic approach to stomach, 
phragm, or esophagus; sympathectomy or laryngectomy 
Removal of lung or portion of lung 
Bronchoscopy, esophagoscopy 
Induction of artificial pneumothorax, initial 
Refills each (not more than 12) 
Dislocation, reduction of: 
Hip, ankle joint, elbow or knee joint (patella excepted) 
Shoulder 
Collar bone 
Lower jaw, wrist or patella 
(For a dislocatien requiring an open operation, the maximum 
will be twice the amount show above.) 
Ear, Nose or Throat: 
Fenestration, one or both ears 
Mastoidectomy, one or both sides: 
Simple ‘ * 
Radical ws es 
Tonsillectomy, adenoidectomy, or both 
Sinus operation by cutting (puncture of antrum excepted) 
Submucous resection of nasal septum 
Tracheotomy 
Any other cutting operation 
Excision or fixation cutting: 
Hip joint 
Knee or elbow joint 
Shoulder, semilunar-cartilage, wrist or ankle joint 
Removal of diseased portion of bone, including curettage (alveolar 
processes excepted) 
Eye: 
Operation for detached retina or corneal transplant 
Cataract, removal of ‘ 
Any other cutting operation into the eyeball (through the cornea or 
sclera) or cutting operation on eye muscles 
Removal of eyeball 
Any other cutting operation on eyeball 
Fracture, Treatment of : 
Thigh, vertebra or vertebrae, pelvis (coccyx excepted) 
Leg, kneecap, upper arm, ankle (Pott’s) a TAS 
Lower jaw (alveolar process excepted), collar bone, shoulder blade, 
forearm, wrist ( Colles’), skull__- i 
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Surgical operation benefits schedule of surgical operations 
(marimum benefit, $350)—Continued 


Benefit 


Hand, foot o 26. 25 





Fingers or toes, each__- 17. 50 
Nose ee a 17. 50 
Rib or ribs: 
Meee, OF Mere... special kiana d 43. 75 
fewer than three ‘sit ible leita sta iia tease 17. 50 
The amounts shown above are for simple fractures. 
For a compound fracture, the maximum will be one and one-half 
times the amount for the corresponding simple fracture. 
For a fracture requiring an open operation, the maximum will be 
twice the amount for the corresponding simple fraction (bone graft- 
ing or bone splicing or metallic fixation at point of fracture con- i 
sidered as an open operation). 
Genito-urinary tract: 
Removal of, or cutting into, kidney ; a ee 350. 00 
Fixation of kidney ses stihl ipat wawimnitcineds | GER. GO 
Removal of tumors or stones in ureter or bladder | 
By cutting operation ‘ conceited lel att thes tlliaa tilt 175. 00 
By endoscopic Means ‘ a baie apie beds: 61, 25 
CYCOR OGG * sti a htt iteisiinianns at tlantiaitie = ital sini cian tla 34.7 5 
Removal of prostate : 
open operation : ‘ “ ‘ Siem ped. - 262.50 i 
endoscopic means_-_- cntcnciniab be Rah api ala intoa ins 175. 00 
Circumcision ; ; Glidtiauke 26. 25 
Varicocele, hydrocele, orchidectomy or epididymectomy : 
single eke com Wee AeA, deb taiah tall celal hn Solis Sly 87. 50 
bilateral — “ fess RR hina ia nthe cats - 131.25 
Hysterectomy ei wll -~- 262.50 
Other cutting operations on uterus and its append: izes with abdom- 
inal approach a a putbieelnednmoia 175. 00 
Cervix amputation ‘ J 3 a si : 87. 50 
Dilation and curettage, non-puerperal), cervix cauterization or con- 
ization, polypectomy, or any combination of these___._.__________ 43. 75 


Vaginal plastic operation for, cystocele or rectocele_. a 
Cystocele and rectocele____- ee bins aibie ais. (Ai 
Goiter : 


jak fee 
“18 
ae 
S to) 
SAC 


Removal of thyroid, subtotal ‘ nthdigh teh tein aieget ae ae 

Removal of adenoma or benign tumor of thyroid__- hie sb bed sae Bae 175. 00 
Hernia: 

Single hernia an daeiiiebadtheststeeaskdinen cid iwiltseiees wines eels 175. 00 

More than one hernia . Mas acichias eiisaltian tata dele ona hin a lee oe8d 218. 75 
Joint: Incision into, tapping excepted_ ‘. hit linea sith __. $43.75 


Ligaments and tendons: 
Gutting or transplant: 


single : ee an finietibstahiisa css Sdaictenntee thtiiin Utada 87. 50 
multiple bed bili itl Se daiee paabhe 131. 25 
Suturing of tendon: 
single a std te athe seids =e 61. 25 
multiple : wo ennesidiatinin stbinih linden ah 87. 50 
Paracentesis: Tapping - os ad sitet dita titibteatebbindaas pieiels 26. 25 
Pilonidal Cyst or Sinus: Removal of__-- he i eaghandt sled Diesii aihiia lit babi Matis. 87. 50 
Rectum: 
Hemorrhoidectomy, external aed niacin: tial tae itl Ba a Bs 43. 7 
Internal, or internal and external... o.oo. ssccenses cnn 87. 50 
Cutting operation for fissure_____- sits cp-an cite anemian es tniiteatbeenia tt int. 43. 75 
‘utting operation for thrombosed hemorrhoids.....------------- 26. 22 
Cutting operation for fistula in anus: 
single_ sieniahicidnteiemicie haan tamaniedilantt en iaaiticiaaditt a tariavepedhatk vin Aaa, ae 87. 50 
PII... ceccacenmventeitestnnveseeeieieursnintititiietetttiediaatesdtiteie tinea eatin taal in 131. 25 
Skull: 
Cutting into cranial cavity (trephine excepted) —-....._.._....-__ 350. 00 


Trephine eae hh a lly an kitcithn HERE ih ek bein inds od, 43. 75 
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Surgical operation benefits schedule of surgical operations 
(mazvimum benefit, $350)—Continued 


Spine or Spinal cord: Renefit 
Operation for spinal cord tumor : 350. 00 
Operation with removal of portion of vertebrae (except coccyx, 

transverse or spinous process) 7 262. 50 
Removal of part or all of coccyx, or of transverse or spinous process 87. 50 


rumors: 
Cutting operation for removal of one or more benign or superficial 
tumors, Cysts or abscesses : 


Requiring hospital confinement 13. 75 
Not requiring hospital confinement__- ‘ é : 17. 50 
Malignant tumors of face, lip or skin cee eat sc 87. 50 
Varicose veins: 
Injection treatment, complete procedure, one or both legs_- ; 70. 00 
Cutting operation, complete procedure: 
yy) SLE CE ee aah caer ; ; 87. 50 
both legs ee i vs 7 ; 131. 25 


Obstetrical procedures : 


Delivery of child or children__ eke nace eee an 87. 50 
Caesarean section. ___ 7 175. 00 
Abdominal operation for extra-uterine pregnancy 175. 00 
Miscarriage aucihestoal * $3. 75 


Except for operations expressly excepted in the schedule, the company shall 
subject to the terms and conditions of the rider, determine a payment for any 
cutting operation not listed in the schedule consistent with the payment for any 
listed operation of comparable difficulty and complexity, but in no event shall 
such payment exceed the applicable maximum surgical benefit. 


DraAGNosTic X-RAY BENEFIT FOR EMPLOYEES Not Supsect To Motion Picture 
HEALTH AND WELFARE FUND AND DEPENDENTS OF ALL EMPLOYEES 


If an insured employee or dependent receives an X-ray examination recom- 
mended and approved by a legally qualified physician or surgeon for diagnostic 
purposes, a benefit is payable. Such benefit will equal the fee charged for the 
examination but will not exceed the maximum payment specified in the schedule 
of X-ray benefits shown below and in the certificate of insurance. 

No benefit is payable: 

(a) While confined in a hospital. 

(b) Due to or resulting from pregnancy. 

(c) For any dental examination. 

(ad) If conducted at Federal Government expense. 

(e) If due to or arising from injuries sustained in the course of employ- 
ment. 

(f) For treatment of disease or injury. 


Schedule of X-ray benefits 
F Mazimum benefit 


Abdomen or organs therein (unless otherwise specified in this Schedule)_ $15. 00 
Arm or leg fet k So ectpetteidetidinineencke eal es aks adh aed , ee thats ded 7.50 
er gg ee ae os eines aa ated 15. 00 
Electrocardiogram--__-_ — Sees. : ant 11. 25 
Gall bladder, kidney, ureter, or bladder—dye method . 22. 50 
Gastrointestinal series—barium meal____- : ue . - 8t.80 
Head (skull or sinuses) _...-_____-__ idee elas ae ae ae 15. 00 
Joints (shoulder, knee, elbow, ankle, wrist, hands, or feet) _- ; 7.50 
eS ONE aE eR eg a le inane a lh _. 15.00 


MaJsor Mepicat Expense BENEFITS, ALL EMPLOYEES AND DEPENDENTS 


If an insured employee or dependent, as a result of nonoccupational injury 
or disease, upon the recommendation and approval of a physician, incurs regular 
and customary charges for: 

Medical treatment, excluding surgery, by a legally qualified physician, 


89087—54—pt. 7——-5 
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Private duty nursing by a registered nurse who is not a member of the 
employee's family, 
Except while confined in a hospital or sanitarium: 
(a) Laboratory tests, 
(b) Therapeutic service and supplies. 
(c) Prosthetics, braces, rental of iron lung, mechanical equipment, beds, 
oxygen and equipment, etc. 
(d) Anaesthetics and administration thereof, 
a benefit is payable in an amount equal to 75 percent of all such charges incurred 
during a disability period. However, such benefit is payable only as to that 
portion of such charges as exceed the first $100 thereof. No allowance is pro 
vided for the first $100 of such charges incurred during each disability period. 


No benefit or allowance is provided for: 

Charges incurred more than 2 years after the disability period begins. 

General health examination. 

Transportation or travel. 

Disease or injury due to war, declared or not, incurred while insured. 

Pregnancy or resulting therefrom. 

Dental work or treatment, except accidental injury to natural teeth. 

Eye examination or fitting or the cost of glasses. 

Medical treatment, services, supplies, etc., received at a United States 
Government hospital or elsewhere at Federal Government expense or 
at a State or Federal institution. 

If the employee is subject to the motion picture health and welfare fund, 
an additional deduction from benefits hereunder is the allowance provided by 
said fund for medical expense, whether or not the said fund actually grants 
such allowances. 

Benefits payable for all disability periods shall not exceed the maximum 
amount of $5,000 for each insured person. 


DEFINITION OF “DISABILITY PERIOD” 


The term “disability period’ means the period commencing with the date 
of the first treatment of nonoccupational injury or disease, including related 
disease, the charge for which qualifies as part of the deductible amount previ- 
ously stated herein, and ending 180 days after the date of the last treatment 
by a physician. 


VOLUNTARY PLAN UNEMPLOYMENT COMPENSATION FoR DISABILITY—ALL EMPLOYEES 


WEEKLY BENEFIT 


If an employee covered under the voluntary plan becomes disabled by any 
nonoccupational disease or accidental bodily injury which prevents him from 
engaging in any occupation for wage or profit, weekly benefits will become 
payable to him during the continuance of such disability. 

Benefits are payable from the first day for nonoccupational accidents and 
the eighth day for sickness and thereafter for not more than 26 consecutive 
weeks during any one continuous period of disability. For partial weeks of 
disability the employee will be paid one-seventh of the amount of weekly indem- 
nity for each day of disability. If hospital confinement occurs during the 
waiting period, disability benefits begin on the day of confinement. 


HOSPITAL BENEFIT 


If an employee covered under the voluntary plan is confined in a legally 
constituted hospital for 24 consecutive hours or longer, or where a charge is 
made by the hospital for room and board, and on the recommendation of a 
legally qualified physician or surgeon, a daily benefit is payable for confinement 
resulting from nonoccupational injury or disease. 

Such daily benefit is payable for each day of confinement in the hospital 
up to a maximum of 180 days during any one continuous period of disability. 
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Schedule of insurance 


asic weekly nav Weekly Daily hos 
Basic weekly pay benefit pital benefit 
Less than $40__.._-. : : ‘ $25 $10 
$40 to $50___. 30 10 
$50 and over 35 10 


The disabled employee must be under the treatment of a legally qualified 
physician or surgeon to be eligible for benefits. It is not necessary, however, that 
he be confined to his home in order to collect his weekly benefits. 


UNEMPLOYMENT COMPENSATION FOR DISABILITY 


At the present time California law requires that 1 percent of the first $3,000 
you earn yearly be deducted to provide weekly disability payments when you 
suffer a wage loss due to nonoccupational illness or injury and an additional daily 
benefit when you require hospital confinement. These benefits can be provided 
either by the State or by an insurance company under a voluntary plan. 

The law requires that a voluntary plan be approved by the State and in order 
to receive such approval, it must provide greater benefits than are provided by the 
State. Universal has arranged with the John Hancock Mutual Life Insurance Co. 
to make available to studio employees a voluntary plan which provides benefits 
substantially greater than those offered by the State. 

All employees are subject to the benefits of the voluntary plan as provided 
herein. New employees may reject the voluntary plan on or prior to their date 
of employment. Rejection must be made in writing to the company, forms for 
which are available in the insurance department. 

An employee who does not accept this voluntary plan will receive benefits from 
the State plan and the 1-percent wage tax will be deducated from his pay and 
remitted to the State. If he participates in the voluntary plan and his participa- 
tion ceases because of termination of employment or withdrawal from such plan, 
he will still be entitled to receive the disability and hospital payments under the 
State plan in the same manner as if he had not accepted the voluntary plan. 

Coverage for an employee who rejects the voluntary plan or withdraws there- 
from will not be effective until the first day of the second calendar quarter follow- 
ing a subsequent request for coverage. 


SUCCESSIVE PERIODS OF DISABILITY 


Successive periods of disability separated by not more than 2 weeks of work on 
full time will be considered one period of disability unless subsequent disability 
is due to an illness or injury entirely unrelated to the cause of the previous dis- 
ability and commences after return to work on full time. 


LIMITATIONS 


No benefit shall bé payable under the voluntary plan: 

(1) For any period of disability for which you have received or are en- 
titled to receive unemployment benefits under any State or Federal unemploy- 
ment compensation act; 

(2) For any period of disability due primarily to mental or physical ill- 
ness or injury with respect to which you are entitled to receive benefits in the 
form of cash payments under any workmen’s compensation or employer’s 
liability law or act, except to the extent that a benefit would be payable by the 
California disability fund; 

(3) For the first 7 days of any period of disability which arises out of or 
in the course of employment for wage or profit, except that the voluntary 
plan will pay you the same benefits that the State plan would have paid had 
you not been covered under the voluntary plan. (The State plan deducts any 
benefits payable under any workmen’s compensation or employer’s liability 
law) ; 

(4) For any disability which is not certified by a physician or surgeon, or 
by a dentist, chiropodist, osteopath, chiropractor, or optometrist each acting 
within the scope of his practice or by an authorized medical officer of the 
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United States Government or by a religious practitioner accredited by a bona 
fide church, sect, denomination or organization: 

(5) For any period of disability incurred by an employee who has elected 
and been granted exemption from contributions, as provided in the California 
Unemployment Insurance Act, because of adherence to a faith or teaching 
of any bona fide religious sect, denomination or organization, except to the 
extent that benefits would be payable to you if you were covered by the 

ilifornia disability fund. 


WHEN INSURANCE TERMINATES 


1. The date your employment is terminated by reason of resignation, dismissal, 
retirement, or for any other reason except disability for which benefits are payable 
under the policy. 


2. The date your leave of absence or layoff, without pay, exceeds 2 weeks: but 
benefits for any disability commencing during such 2 weeks shall be identical 
with the benefits, if any, payable under the State plan. 

The date the insurance policy terminates. 

i. The date you cease to be an eligible employee of your employer. 

5. The end of the calendar quarter next following the date on which you give 
your employer a written request to terminate your insurance, in which case you 
would then become covered by the State plan in accordance with existing laws. 

Mr. Lorser. Thank you, Mr. Chairman. 

The Cuaiman. Mr. Lorber, we have been deeply impressed by the 
testimony that you have given to the committee based upon the ex- 
verience of the Universal Pictures Co. It is a challenge for like 
service to be given to our people generally. 

You have inade a great contribution to the work of this committee 
in its efforts te prov ride by legislation a proper solution of this all- 
important question. 

I have just two questions that I would like to ask, and other mem- 
bers of the committee will also have questions, probably. 

Mr. Lorber, do you care to make any comments on the recommenda- 
tion of the President with regard to reinsurance or with regard to 
bill 6949 that I introduced ? 

Mr. Lorser. Mr. Chairman, I more or less anticipated that question 
being asked, and since it is such an important problem before this 
committee I thought I would prepare the answer to that question 

rather carefully. ‘It is not aks yas long as my basic statement, but 
I would like to read it to this committee. 

After giving careful study to House bill No. 6949, the stated purpose 
of which is to facilitate the broader distribution ‘of health services, 
I came to the conclusion that its enactment will only in a very slight 
way, if at all, accomplish the desired objective. 

Therefore, I must urge this committee not to report it favorably. 

May I suggest that the declaration of policy contained in the bill 
be restated, and that the words beginning on line 7, page 1, “through 
reinsurance of benefits furnished by locs il nonprofit voluntary health 
service associations”, and, also, lines 1 and 2, on page 2, “in coopera- 
tion with the health professions involved,” be deleted. 

By doing so, the declaration of policy in the bill would read: 

SecTIon 1. That it is hereby declared to be the national policy to attempt to 
improve the health of all our people by facilitating a wider distribution of hos- 
pital, medical, and other health services; to attempt to ease the economic 
burden on stricken individuals and their families by providing them with added 
safeguards against financial disaster resulting from serious illness and ac- 
cidents; and to accomplish such objectives, without interfering with the mutually 
heneficial relationship which results when the patient is permitted to make a 
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free choice of his doetor and hospital and without impairing the strength in 
herent in any plan based on individual initiative, voluntary action, and local 
administration, 

The proposed bill limits those benefits to the medical and hospital 
service organizations, and specifically excludes any type of plan pro- 
viding direct cash benefits. 

May I respectfully call your attention to page 11 of the annual 
survey of the He alth Insurance Council as of December 31, 1952 
which I refer to in my prepared statement, which analyzes by type 
of coverage provided for the 36 million people who have this pro- 
tection against costs of medical care. 

This survey shows that 10 million of these 36 million are covered by 
group insurance and 5 million by individual contracts. There are 
15 million, or 42 percent of the total number of people, having some 
form of medical expense insurance covered by the direct payment 
plans. 

This chart also shows that 18 million of the 36 million are covered 
by Blue Shield and other plans sponsored by medical groups and 
societies, providing direct service contracts. 

The other 5 million of the 36 million are covered by small local 
independent plans, 3 million of whom are included in plans set up 
by industrial employers, and 1 million covered by college health plans. 

In my statement to the committee I said that I am of the opinion 
that insuring either by direct benefits or through prepaid services of 
the common cold, or the everyday run-of-the-mill type of illness, is 
sociologically unfeasible and economically unsound. I do not believe 
that the enactment of bill H. R. 6949 will in any way increase or pro- 
vide any additional medical facilities for the major long-term family 
bankrupting illnesses, that should be the concern of this committee. 

I concede that the service type of organization performs a wonderful 
service to the community in which it is located. I also concede that 
these service organizations afford facilities within their respective 
communities which might have been nonexistent but for the generosity, 
perspective, and good judgment of those who created these medical 
service organizations and facilities. 

I submit, however, that this type of organization providing prepaid 
medical care must of necessity be loc ated in the large metropolitan 
centers, such as New York, Chicago, Los Angeles, Phil: adelphia, and 
so forth. Most of these prepaid medical service plans, primarily Blue 
Shield, confine their service to the very low income groups, those 
family groups earning approximately $3,600 or less annually. I do 
not believe that the granting of subsidies to such organizations, even if 
such subsidies are in the form of reinsurance, will accomplish the re- 
sults hoped to be attained by the enactment of the bill. 

I believe that bill 6949 is specialized legislation, affecting but a 
small segment. of the American population, and at best will be only 
a very small partial answer to the problem of providing adequate 
medical care to all of the people of the United States. 

May I further suggest to this committee that perhaps it should first 
look into the setup of these direct service organizations and the type 
and extent of coverage provided by such plans. 

In my direct statement to this committee, I indicated that a sound 
plan, and I believe that the Universal Pictures plan outlined to the 
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committee is sound, must be an all-inclusive plan and should not con- 
tain any limitation nor exclusion as to type of illness. 

What do some of the prominent health service type plans do in this 
connection? The Health Insurance Plan of New York, commonly 
known as HIP, takes care of its members who may require psychiatric 
treatment or treatment for mental disorders only up to the point of 
diagnosis; and then throws them out on their own for treatment. 

The same applies to tuberculosis cases, treatment for aleoholism, 
drug addiction, and certain other contagious diseases. When the go- 
ing gets tough, and it looks like the costs of medical care may run high, 
and over an extended period of time, that is when HIP moves out. 

Only yesterday I made inquiry from my staff in Los Angeles as to 
the practice of the service type plans on the west coast. I received the 
following telegraphic reply : 

Regarding Permanente, Branch Clinic, Ross-Loos, understand all require 
prior physical examinations. Preexisting illnesses are excluded. All exclude 
mental, drug, alcohol once established by diagnosis. Communicables vary slight- 
ly. They are either excluded or very limited and are controlled by the pre- 
existing rule. 

I respectfully submit to this committee that the enactment of House 
bill H. R. 6949 will subsidize the wrong end of medical care. I do not 
believe that its enactment will result in either better medical care or 
more plentiful medical care; nor will apply to many more people than 
are presently covered. 

I have the same misgivings as Dr. Dean Clark indicated to this 
committee yesterday, that the reinsurance proposal might be unduly 
rewarding the ineffective and extravagant plans; and that its benefits 
will be predic: ated upon such an ineffectiveness and extravagance, 
both as to operation and concept. 

The bill makes a specific point about applying to nonprofit types of 
erganizations. I know of no term in the field of medical care about 
which there is so much confusion and so little definition. 

If we define nonprofit as an organization that does not have stock- 
holders who receive dividends, then I must submit to this committee 
that the characterization of nonprofit must apply with equal effect 
to the mutual life insurance companies providing direct benefits, as 
it does to the service-type organizations. I therefore, cannot recon- 
cile the specific exclusion contained in the proposed bill with the facts. 

In conclusion, may I say to this committee, and reply to the question 
asked by the chairman, that I go along all of the way with the state- 
ment of President Eisenhower in his message when he says, 

Not all Americans can enjoy the best of medical care because not always are the 
requisite facilities and professional personnel so distributed as to be available 
to them, particularly in our poorer communities and rural sections. 

He further says: 


We must, therefore, take further action on the problems of distribution of 
medical facilities, and the costs of medical care. We must be careful and 
farsighted in the action we take. Freedom, consent, and individual support are 
fundamental to our system. 


In another part of his address, he said: 


One such goal is that the means for achieving good health should be accessible 
to all. A person’s location, occupation, age, race, creed, or financial status 
should not bar him from enjoying this access. 
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He further says: 

The best way for most of our people to provide themselves the resources to 
obtain good medical care is to participate in voluntary health insurance plans. 
During the past decade private and nonprofit health insurance organizations 
have made striking progress in offering such plans. 

He says: 

The Governmnt need not and should not go into the insurance business to 
furnish the protection which private and nonprofit organizations do not now 
provide, But the Government can and should work with them to study and 
devise better insurance protection to meet the public needs. 

As it applies to the problem which we are discussing today, I believe 
that this Congress would serve the American people well and would 
accomplish the objectives set forth in bill H. R. 6949 if it would enact 
legislation implementing the proposals made by the President. 

Provide added assistance in the construction of nonprofit hospi- 
tals for the care of the chronically ill. These would be of a type more 
economical to build and operate than general hospitals; 

2. Provide assistance in the construction of nonprofit, medically 
supervised nursing and convalescing homes ; 

3. Provide assistance to construction of nonprofit rehabilitation fa- 
cilities for the disabled ; 

4. Provide assistance in the construction of nonprofit diagnostic or 
treatment centers for ambulatory patients. 

In addition thereto, subsidize, and, if necessary, create medical 
schools so that the supply of doctors and nurses might. be increased to 
meet the demand. 

I do not believe that the Government should get into the insurance 
business, either by the direct payment of claims, or through reinsur- 
ance of such claims. I am quite confident that the insurance industry 
and any other type of organization that provides insurance through 
the prepayment for medical care can adequately service the medical 
needs of our country; provided, however, that the supply of medical 

care was adequate and properly distributed so as to service all areas 
of the country. 

I have no quarrel whatever with the Government making available 

$50 million for the service-type plans and organizations. But I re- 
spe ctfully submit that the enactment of bill H. R. 6949 and the making 
* these funds available, as proposed in the bill, will delude the Amer- 

can people into believing that these funds will prove to be the panacea 
for all of its medical ills and needs. 

If we must subsidize these service-type prepaid medical care organ- 
izations, then let us label it for what it is, and not claim that as a 
result of such legislation a substantially large part of the Nation will 
have available to it adequate medical care at low cost. 

I do not feel that the reinsurance program set forth in the bill will 
in any way decrease the cost to the subscribing members; and, there- 
fore, will not attract any additional low-income people. I do not be- 
lieve that it will in anyway facilitate the broader distribution of health 
services as the bill intends. 

I hope I have answered your question, Mr. Chairman. 

The Cuamman. I must confess, Mr. Lorber, I was much more im- 
pressed with your general statement than I was with the answer to my 
question. I am impressed that you saw fit to pay so much attention 
to one bill, without giving any attention to any of the others that have 
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been introduced by different Members of Congress who are seeking 
to meet this situation. 

I can readily understand through the experience that you have had 
that you would have very fixed ideas. Are they so fixed that it would 
be in your opinion possible for the Congress to enact legislation that 
would make the plan that you now have in operation in Universal 
Pictures Co. a compulsory one? 

Mr. Lorser. I have no feeling either way about keeping it on a 
voluntary basis or a compulsory one, Mr. C hairman. I do not think 
it is desirable to make the adoption of such a plan compulsory. I think 
American industry and labor have enough foresight and ingenuity to 
handle the problem by themselves if somebody took them by the hand 
and showed them the way. 

I do not think it has to be set up on a compulsory basis. But I firmly 
believe that the provision of medical care, making it possible for all 
of the people to obtain medical care, is so important, that if industry 
and labor, and the insurance industry fails to make such plans 
available to the greatest number of the American people, then I feel 
perhaps Government ought to step in and make them do it. 

The Crarrman. Is your answer to my question as to whether it 
could be made compulsory, “Yes,” or “No”? 

Mr. Lorper. I think it could be made compulsory, of course. I 
believe the administrative facilities of our Government are so wide 
that they could make anything work. 

The Cuairman. Do you have reference to this particular adminis- 
tration ? 

Mr. Lorser. Any administration. 

The Cuatrman. Before I mention the next question, I would like 
to suggest that it is alway pleasing to have the benefit of experience 
before this committee in writing its legislation. The bill to which 
you have referred has in many instances been spoken of as merely a bill 
to create discussion and suggestions without any certainty of thought 
it was the right approach. Naturally, we have had some who have 
favored the approach and in your instance I assume that what you 
said is that you are not favorable even to the approach that has been 
made in that bill. 

Now, the time will come when we have finished our general discus- 
sions of this subject, which point up the necessity of having some type 
of plan or program to provide against the expense of medical and 
hospital attention, when we will consider the specific pieces of legis- 
lation that have been introduced and those that will be introduced. 
There are already many other plans that are before us, some of which 
represent the administration’s thought, and H. R. 6949 does not. It 
was introduced long before the administration had taken any position 
in this matter. When the time comes when we discuss those bills, 
we will be very appreciative to have the benefit of the help that you 
are in a position to give. 

Mr. Lorper. I would like to say that my company would be very 
happy to make my time and services available to this committee at any 
time to aid them in their study of this problem. 

The Cuarrman. I am so well impressed with the plan that the Uni- 
versal Pictures Co. has adopted that, without any hesitancy whatever, 

I say I wish every industrial organization had some such plan as your 
company has voluntarily put into effect. And if it were possible to 











HEALTH INQUIRY 1975 


yrovide that kind of protection that you referred to in a way that will 

Ge acceptable by the American people and with reasonable expecta- 
tion that it could be accomplished by the Congr ess, it might be that we 
would have a very good plan. But certainly, i in all of these matters 
such as this where it is pioneering, it seems we never get in the first 
instance all that we would like to have. That does not deter us from 
working toward the ultimate objective of perfection. 

Now, with your permission, and with some timidity, I ask you this 
question: Do you think that your insurance plan could be used by 
large companies only, or could smaller business concerns provide sim- 
ilar plans for their employees? 

Mr. Lorser. I believe that the type of plan outlined in my state- 
ment to this committee can be made applicable to a great majority of 
the American people, and that the type of plan need not be confined 
to employees of a large corporation only. Within recent years, the 
insurance industry has been able to write this type of plan for any 
homogeneous group. A plan was written for one of the large drug 
companies to include under it 10,000 or so independent drugstores 
which could not obtain their own small group insurance programs. 

Now, this drug company plan encompasses 10,000 drugstores over 
whom they have no financial control. There is a relationship, a con- 
tractual relationship between them and the parent group. By the 
same token this type of plan could be made applicable to other similar 
groups. Asa matter of fact, we were talking about it rather recently, 
about making it available to the large number of independent theater 
owners throughout the country who employ 5 or 10 or 15 people and 
who could not obtain group-insurance protection for their own small 
group. 

[ maintain, Mr. Chairman, that it is possible to apply this plan to 
any homogeneous group within the mechanics of such a plan, and it 
is possible to be administered. We get administrative problems, but 
they are not tooserious. I believe, ultimately, with direction and clear 
thinking and perhaps a lot of courage, we can cover somewhere 
between 75 million and 90 million Americans under this type of plan. 
I have no answer as to how we can take in the single self-employed 
person. We just have not developed any formula for that type of 
person. Perhaps, the individual contract at a high cost must of neces- 
sity be applied to that type of person. 

The Cratrman. I do not know what type of legal assistance you 
have in your company with reference to a matter of this kind, but 
I have no question that they are men of outstanding ability in the 
profession. Would it be possible for you, through them, to present 
to this committee a bill that would accomplish the objective that you 
have in mind and which your company has so well done on a volunta 
way ? 

Mr. Lorwer. I will be very glad to enlist the services of some of my 
associates and other people and endeavor to present such a plan to the 
committee. 

The CHamman. If we could have the benefit of their assistance in 
putting into legal language the plan that you have in operation in your 
company, taking into consideration that legislation which is passed by 
Congress has nationwide effectiveness, we would greatly appreciate it. 

Mr. Lorser. I would be very glad to submit such a plan. 
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The Cuarrman. Are there any other questions? 

Mr. O'Hara. Mr. Lorber, the questions which the chairman ad- 
dressed to you remind me of what an old lawyer said one time in 
advice to a young lawyer: Never ask a witness a question direct or 
cross that you don’t know the answer. I recognize your frankness 
and candor in discussing this whole problem and, personally, I appre- 
ciate it. 

Mr. Lorber, you have spoken, of course, of a plan which originates 
between the employer and the employees, either initiated by the em- 
ployer or initiated by the employees through their labor groups. But, 
of course, that type of person is limited when you come to consider 
that we have about 160 million people in this country. Do you also 
recognize, Mr. Lorber, that in the rural communities and poorer com- 
munities there may be a substantial shortage of hospital facilities as 
well as medical and technical assistance, which makes any overall 
plans which this committee would attempt to write exceedingly difti- 
cult? Do you agree to that? 

Mr. Lorser. I agree with that; surely. 

Mr. O’Hara. What is the approximate cost to your company, and to 
the employees? Do they pay relatively each the same amount per 
person, or what is the situation? I am just speaking now in general 
terms. 

Mr. Lorner. If you will, turn to exhibit C, which is a reprint of our 
announcement in August of 1952, of our original medical plan and 
which has since been amended. 

Mr. O’Hara. Which exhibit is that ? 

Mr. Lorser. It is entitled, “For You and Your Family,” and it is a 
very graphic sort of thing. For the employee himself, and I am ad- 
justing this for subsequent changes, he is now entitled to a benefit of 
$12 a day in the hospital for 180 days, case-room fees up to $1,000, 
surgical fees up to a maximum of $350, unlimited X-ray benefits outside 
of the hospital, and the major medical plans outlined in my statement 
to this committee at a cost to the employee of 23 cents per week. My 
company contributes an equal amount to this cost. 

Now, to include the family for the same benefits, and we don’t care 
how many members of his family are included within the definition 
of dependents, the cost for this entire family coverage is 80 cents per 
week. My company contributes an equal amount to this cost. At 
z- 03 per week for this complete package for his entire family or about 
$52 a year, we believe our employees “and their families have a full 
package of protection. 

Mr. O’Hara. That is all, Mr. Chairman. 

The Cuatrman. I will say to the members of the committee that in 
view of the large attendance that we have today, and the evident desire 
of many of the members to ask questions, I think it would be appre- 
ciated by all members if each one would ask but two questions until 
everyone who has had an opportunity to ask questions has had that 
chance. Of course, that will help from the standpoint of questioning, 
and I would like if the witness would likewise observe the necessity of 
abbreviation to the extent that the answer will not be too long. 

Mr. Priest. Mr. Lorber, I was very much interested in your reply 
to the chairman that you would be happy, with the assistance of some 
of your legal counsel, to submit to the committee a bill. I assume from 
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what you said in reply to the chairman’s first question that you are not 
at all impressed with the suggestion of a reinsurance plan, as far as 
Federal Government participation is concerned. Following that as- 
sumption, I wonder if you have in mind generally some idea as to what 
nature Federal participation should be in such a plan. Eliminating 
the reinsurance program, then to what extent and in what manner 
should the Federal Government participate ? 

Mr. Lorser. Well, I believe the Federal Government should look at 
this problem from the other end of the cart. We have fixed laws of 
supply and demand. If we increase the supply of medical care, or 
medical services, throughout the country, I believe that the costs of such 
medical services, each component part of that medical service, will go 
down. I know [I live in a community of 45,000 people where there 1s, 
roughly 1 doctor to 2,000 of population. Medical costs in my com- 
munity are very high. 

Mr. Priest. You feel primarily that the Federal Government em- 
phasis should be placed on providing an issue of additional facilities, 
plus additional doctors and nurses, and those qualified to give medical 
care ¢ 

Mr. Lorser. I think that that is the essential answer, Mr. Priest. 

Mr. Priest. That is all, Mr. Chairman. 

The Cuarrman. Mr. Dolliver. 

Mr. Douurver. Mr. Lorber, like the others, I have been greatly in- 
terested in this plan. There are just two matters that I want to bring 
out. One is this: This plan of yours is carried by the John Hancock 
Mutual Life Insurance Co. ? 

Mr. Lorser. That is right. 

Mr. Dotutver. Do they have any plan commensurate or similar to 
this which can be purchased by an individual as he purchases life 
insurance ¢ 

Mr. Lorser. I am not too sure that John Hancock sells this type of 
plan on an individual basis. If it does, obviously, they could not 
apply the same cost factor to an individual contract as they do to 
a group contract. I think it might be well for this committee to in- 
quire of John Hancock and other life-insurance companies as to what 
they offer in this field of medical care. 

Mr. Do.utver. The other question is this: There is a deductible 
amount, that is to say the first amount up to $100 paid by the patient 
and the carrying of the insurance is beyond that amount ¢ 

Mr. Lorser. That is right. 

Mr. Dotitver. That is all. 

The CuarrMan. Mr. Harris. 

Mr. Harris. Mr. Lorber, I have been very much interested in your 
presentation here this morning, and I had 3 or 4 points in mind. 
One was the cost which you have just given in reply to a question from 
our colleague Mr. O’Hara and the other was on the reinsurance phase 
which I believe you said that you were opposed to. 

Mr. Lorper. Yes, sir. 

Mr. Harris. The other was on the basis of Federal participation. 
Now, you gave a very clear and concise illustration of how a program 
can work as your company has developed it over a period of years. 
That is based on a private operation without Government participa- 
tion; is that right? 
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Mr. Lorser. That is right, sir. 

Mr. Harris. And you feel that the problem can be met in this 
manner ¢ 

Mr. Lorser. Yes, sir. 

Mr. Harris. Then I was somewhat confused that, after such a state- 
ment that was so interesting and enlightening as well as encouraging, 
you come up with the F ederal Government’s part as providing all of 
the facilities leading up to this particular part of the program. As I 
assume, from what you feel and what you believe, that the Govern- 
ment should provide the doctors and the hospital facilities in order 
to make a plan like this work ? 

Mr. Lorser. Well, I see no answer to the question of providing med- 
ical care to the greatest part of the American population unless you 
have the medical-care facilities available. No matter what system, 
if you have no doctors or nurses and hospitals, you have nothing to 
pay for. It is not that problem; it is a problem of getting the facili- 
ties where they ought to be. 

Mr. Harris. I understood that you say that that is the end in which 
the Government should subsidize. 

Mr. Lorser. I believe that is so at this point. 

Mr. Harris. Now, you replied to a question from Mr. Dolliver that 
it could be extended to all individuals. 

Mr. Lorper. To a great number of individuals. 

Mr. Harris. Are the employees of your company carefully screened 
before they become a part of your organization ? 

Mr. Lorser. No, sir. On the west coast, where we have a large con- 
centration of our employees, we hire, and our union contracts provide 
for hiring, through the union setup. We havea closed shop, of course, 
in the motion-picture industry. We do not choose our employees in 
the crafts primarily because they are part of the union setup. 

We do not insist on any medical examination prior to employment 
or at any time during the employment. Any employee who is hired— 
and the hiring has nothing to do with his physical condition—is auto- 
matically entitled to participate in our group plan after the usual 
administrative waiting period of 30 or 60 days. 

Mr. Harris. The 3,500 employees of your organization are what you 
would say would be the average of the American public? 

Mr. Lorser. That is right. 

Mr. Harris. That is most amazing. I always thought that these 
companies required certain stand: rds, physical standards, and exami- 
nations, and so forth, before they we = ‘accepted. Thank you very 
much. 

Mr. Lorser. That is not so. 

The Cuarrman. Mr. Heselton. 

Mr. Hesevton. What happens when the employment is terminated ? 

Mr. Lorser. After a nominal extension period of 30 or 60 days to 
take care of a lag, the insurance is terminated, of course. The rela- 
tionship between the employer and the employee has terminated and, 
of course, the insurance is terminated. That is true except, as a re- 
sult of a recent arrangement on behalf of our older employees, older 
in terms of years of service, who are either retired or semiretired from 
ouremploy. They can keep it forever. 
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Mr. Hesevron. You referred to those who retired. 

Mr. Lorper. Yes. 

Mr. Hesevrron. What is the situation here? 

Mr. Lorser. They keep their insurance forever. 

Mr. Hesevron. Do they continue to pay premiums? 

Mr. Lorzer. Yes; the same premium as they would have paid had 
they remained in active service. 

Mr. Hesevron. That is all, Mr. Chairman. 

Mr. Lorser. I would like to say one more thing, that, as a matter 
of company policy y, we never terminate the insurance of an employe e 
who ceases his employment because of physical disability. He con- 
tinues the insurance for himself and his family during the term of that 
disability. I think that is one of the great things in our plan that we 
are proud of. 

The Cuarrman. Mr. Rogers. 

Mr. Rogers. Mr. Lorber, I would like to know whether or not you 
membership has freedom of choice in the selection of doctors ? 

Mr. Lorser. We have nothing to do with the doctors. All we do is 
get the bill, and we pay 75 percent of the bill. 

Mr. Rocers. No doctors are connected with your plan at all? 

Mr. Lorner. We have no doctors on our payroll except two doctors 
that are at our studio who provide first-aid treatment in the case of 
industrial injury. 

Mr. Rogers. They absolutely have freedom of choice? 

Mr. Lorner. We have nothing to do with that by either direct con 
tact or communication with the doctor. 

Mr. Rogers. You just pay the bills? 

Mr. Lorser. That is all. 

The Cnairman. Mr. Beamer. 

Mr. Beamer. You referred to the number of employees, and do I 
understand 3,500 is the total number, or does that represent the number 
of people who are presently in the system ? 

Mr. Lorser. There are 3,500 partic paints in our group plan, and it 
represents somewhere between 93 and 95 percent of our normal em- 
ployed population. 

Mr. Beamer. That is a voluntary basis, then ? 

Mr. Lorner. Yes, sir. 

Mr. Beamer. Now the other question and may I ask this—it would 
probably be one that is not necessary to be asked—is Universal Pic 
tures a company of many shareholders ? 

Mr. Lorser. Yes, sir; it is listed on the big board. 

Mr. Beamer. We do not get a chance to look at the big board as 
Congressmen, but what I wanted to ask you is, Does Universal Pic 
tures ask for any assistance from the Federal Government in an) 
form ? 

Mr. Lorser. No, sir. 

Mr. Beamer. That is all. 

The Cuarrman. Mr. Klein. 

Mr. Kier. Mr. Lorber, carrying Mr. Roger’s point just one step 
further, you say that there was complete freedom of choice on the 
part of the employee with regard to doctors. However, many of 
these plans have a panel of doctors, do they not? By that I mean 
the HIP and others. 

Mr. Lorper. Those are the service-type plans, Mr. Klein. 
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Mr. Kirn. The objection that many doctors have to that is that 
not all of the doctors can get on those panels. But, so far as your 
plan is concerned, you have nothing to do with that ? 

Mr. Lorser. That is right. 

Mr. Kixrn. How about the fees? Is there a regular schedule of 
fees for medical services established by you? 

Mr. Lorser. No, sir. The only schedule of fees we have in our 
plan is a schedule of surgical fees; and, as I said in my prensred 
statement, we believe there is good reason for such a schedule. 

Mr. Kier. So that, if an employee goes to what you might call 
a specialist, and his fee is probably much higher than the general 
practitioner’s would be, you do not question that fee at all, and it is 
paid? 

Mr. Lorser. We do not question it, even administratively. 

Mr. Kier. That is all, Mr. Chairman. 

The Cuarrman. Mr. Derounian. 

Mr. Derounran. You had a hard-hitting statement, and I feel you 
went to the meat of the problem, and you and your company are 
to be complimented. On page 14 of your statement, in talking about 
the medical profession, you stated that they ought to clean up their 
own house and, “The threat of socialized medicine, with all its 
inherent evils, with all its inherent financial burdens upon the Ameri- 
can body politic, can be averted only by the medical profession’s 
self-policing, by its own house cleaning, and by its own voluntary 
elimination of existing abuses,” with which they are familiar. 

Do you have reference to exorbitant fees there? 

Mr. Lorser. Generally that is our problem with the doctors. We 
all have these weaknesses. 

Mr. Derountan. Would you say percentagewise you might have 
10 percent of all of the fees paid by you as possibly being exorbitant, 
or do you have any figures on that? 

Mr. Lorzer. I do not believe that generally the fees charged by 
doctors are exorbitant. The only thing I referred to is that oc- 
casionally and under certain special circumstances some doctors are 
inclined to abuse these types of plans, and I think the correction 
of these abuses should be in the hands of the medical profession 
themselves. I think they know what their problems are, and I think 
they know who the culprits within their own midst are. I think 
they ought to clean it up. 

Mr. Derountan. Would you say that if your companys plan were 
adopted by 50 million people through the employer-employee rela- 
tionship that this abuse might be increased or not, from your experi- 
ence under your present plan ¢ 

Mr. Lorser. I do not think so. I do not think it will be increased 
to any marked degree. 

Mr. DerountAn. So that the doctors are fairly well policing them- 
selves ? 

Mr. Lorser. Surely. 

Mr. DerouniAn. That is all. 

The Cuatrman. Mr. Carlyle. 

Mr. Carvyte. Is it mandatory that ail employees of your company 
subscribe to this insurance plan ‘ 

Mr. Lorser. No, sir. It is strictly voluntary on the part of the 
employees. 
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Mr. Cartyie. What percentage of them have subseribed ? 

Mr. Lorser. As I indicated to Mr. Beamer, about 93 to 97 percent 
of our regular personnel participate in our plan. 

Mr. Cariyie. Are the payments for this insurance deducted ? 

Mr. Lorser. They are on a salary deduction basis. 

Mr. Cariyue. That is all. 

The Cuatrrman. Mr. Bush. 

Mr. Busn. Mr. Lorber, when your company planned to obtain 
insurance for medical expenses and hospital expenses for your em- 
ployees, did you have any difficulty in finding a company that was will 
ing to work w rth you on developing the kind of a plan that you wanted 
for your employees? I mean an insurance company. 

Mr. Lorner. That is not a long story, but a very interesting one, 
Mr. Chairman. We have had very, very amicable relations with 
our carrier since 1931. It has been a wonderful business relation 
ship and they have made money on our overall plan, and we have 
hi ud ¢ a good de al. 

Now, it took us about a year and a half to work out the mechanics 
of the plan. As a matter of fact, and perhaps I should not say this 
in a public hearing but I think it is all right, we announced our plan 
to our employees in August or September of 1952, and I do not be- 
lieve it was until September or October of 1953 when we finally com- 
pleted writing the paper as between my company and the insurance 
company on the plan. 

As I said, we met quite regularly with all of their actuaries and 
underwriters, and we kicked the problem around at great length and 
in great detail. That was done until we reached a conclusion. But 
at no time during the discussion of the establishment of the plan, did 
we lose sight of our objectives, of taking care of the medical bills of 
our employees and their families. How can we do it at a reasonable 
cost to them so that the low-salaried person can participate and how 
can we keep the thing sound and yet pay all of the bills? I think 
we got the answer. 

Mr. Bus. Do you know if the Hancock Insurance Co. reinsured 
their liability on these plans ¢ 

Mr. Lorser. I haven’t any idea, Mr. Bush. I think it might be 
well for the committee to ask John Hancock. 

Mr. Busu. Thank you. 

The Cuarrman. Are there any further questions ? 

Mr. Wituiams. Mr. Lorber, during the last several years, have you 
found it necessary, due to increasing medical costs, to increase your 
benefits for your employees under this program ¢ 

Mr. Lorser. Our program is only 16 months old, and we have as 
yet not found any need to increase the benefits under our plan. After 
all, after you hit that deductibility of $100 there is no scheduling of 
medical bills so that we do not have to adjust and we have this $5. 000 
to play with. 

Mr. Witu1AMs. I was under the impression that you started this 
in 1931. 

Mr. Lorser. No. Our overall life insurance and health, accident, 
and weekly indemnity plans started in those years. There is a chrono- 
logical history of our plan attached to our paper in appendix A, 
which I think might be of interest to your committee. 
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Mr. Petty. Is there any fine type in your policy, such as eliminating 
anyone over 654 

Mr. Lorser. We have no fine type in our policy. We use caps right 
through the contract and there is nothing in our contract that we 
desire to hide and there are no limitations. An employee, at what- 
ever age, when he comes to work for us and applies within the period 
of eligibility, regardless of his age and regardless of his physical 
condition, is entitled to the plan. 

Mr. Petty. Dic you arrive at the insurance plan through bargain- 
ing and negotiating with a union? 

Mr. Lorzer. No, sir. This was a voluntary plan established_by my 
company. 

Mr. Petry. That is all. 

Mr. THorneerry. In continuing the question of Mr. Pelly, do you 
have any restrictions as to age? 

Mr. Lorzer. No, sir. 

Mr. THorneverry. Do you have many employees in your group who 
are in the upper age brackets ? 

Mr. Lorver. Yes, sir. We are in an aging industry, Mr. Thorn- 
berry, caused by many factors in our employment setup. The fact 
is that we are in an aging industry, and notwithstanding that, we 
have no age limitations within our plan. We have aged people in 
our organization. 

Mr. Youncer. In your prepared statement, dating back to 1939 
you started with surgical fees of $150. Those gradually were in- 
creased up to 1949, to $300? 

Mr. Lorser. I think it was increased to $350. 

Mr. Younger. That is double what it was? 

Mr. Lorser. That is right. 

Mr. Youncer. Is that increase a result of your experience that the 
doctors have doubled their fees on, for instance, any one operation like 
appendectomy or operations of that type? 

Mr. Lorrer. No, sir. This increase of the schedule from $150 to 
$350 came as 1 result of reaching the conclusion that the $150 schedule 
was inadequate. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. Mack. Mr. Lorber, I would like to follow up on Mr. Carlyle’s 
question, and that is the voluntary basis. It is not at all mandatory, 
as I understand it, to participate in your program. But undoubtedly, 
there is some encouragement given to new employees, is that correct? 

Mr. Lorner. Yes, sir. The encouragement is given by virtue of 
the fact that my company pays 50 percent of the cost of this thing. 
I am very happy to say that everybody on the west coast is quite proud 
of the Universal plan. It has become—but, unfortunately, not rap- 
idlv enough—the pattern for similar plans in the motion-picture 
industry. We have pioneered this thing. We are firmly convinced 
that it is good business. 

Mr. Mack. I might say that it sounds like a good insurance pro- 
eram to me, but I am wondering if in case of some of your new 
emplovees that are not familiar with the program, if it is not neces- 
sary for a man in the personnel division to sit down with them and 
give them a little sales talk to get them to subscribe to your program ? 
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Mr. Lorser. Of course you realize, Mr. Mack, that we in the picture 
business are past masters in the art of publicity. Attached to my 
statement is an appendix No. 4, and that is our booklet which we give 
to all employees. It just came off the press which I had the printer 
rush for me for this hearing. 

It tells a pretty good story, Mr. Mack, and to use the vernacular, 
they would be “suckers” if they didn’t buy it. 

Mr. Mack. I presume that all of the people that work for Universal 
can read and write. Is that correct? 

Mr. see They can; yes. 

Mr. Mack. Ido havea question. My question is about the 8 percent 
that do not participate, and I would like to know into what category 
they would fall. Are they the executives above the $10,000 income? 

Mr. Lorerr. No, I think in any cross-section of the population, you 
will find an 8 percent who do not care. 

Mr. Mack. Well, I am wondering if it is not the category that we 
find throughout our society, that the 8 percent or 10 percent that 
need this type of protection the most do not have it. I am just 
wondering if they are not the lower income brackets in your employ ? 

Mr. Lorser. Mr. Mack, I am inclined to believe that that 8 or 10 
ate who do not take it of their own election are the low income 
bracket, and they are the usual indigent type in any population. 
There isn’t anything you can do about that group. 

Mr. Mack. It is still the group that we must be concerned with in 
our society. They do present a definite social problem. Is that not 
correct ? 

Mr. Lorser. Perhaps I am too smug, Mr. Mack. 

Mr. Mack. We do have a responsibility there. 

I have one other question and that is in line with what Mr. Pelly 
had asked. I understand that you do not have an age limitation of 
any nature. Also, I presume that you do not cancel your policies out 
at any time because of illness or any other reason ? 

Mr. Lorser. That is right, sir. 

Mr. Mack. Well, I am particularly interested in that because I 
have had a private insurance program myself and I understand there 
is a possibility of it being canceled out. I, also, understand that 
many of the private companies have such provisions, and that the 
general complaint so far as private plans are concerned is the fact 
that they do have the option, the insurance company has the option, 
to cancel at any time, at their convenience. 

That is all, Mr. Chairman. 

Mr. Wareurton. Who are the contracting parties on your in 
surance contract? Is it John Hancock and your company ? 

Mr. Loreer. And Universal Pictures. 

Mr. Warevurton. It is not the individual employee at all? 

Mr. Lorser. No. 

Mr. Warsvrron. Would you be able to supply a sample copy of your 
contract for the record ? 

Mr. Lorzer. I would be very happy to. 

Mr. Warsurton. How about maternity? Do you cover maternity ? 

Mr. LorpeEr. Yes, sir. 

Mr. Warsurton. Do you cover all contagious diseases ? 

Mr. Lorser. Yes, sir. 
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Mr. Warsurtron. You cover it regardless of what it is‘ 

Mr. Lorser. We do not care what it is. 

The Cuarrman. I think it would be appropriate to have it made a 
part of the record. 

(The sample contract is as follows :) 


JOHN HANCOCK MUTUAL LIFE INSURANCE COMPANY, BOSTON 
MASSACHUSETTS 


Certified that under and subject to the terms and conditions of Group Life 
Policy No. 553-G, Group Accidental Death and Dismemberment Policy No. 
4976-DD, Group Accident and Sickness Policy No. 59-GA and Group Hospital 
Expense Policy No. 76-GH, with Riders attached thereto providing Surgical 
Operation, Major Medical and X-ray Examination Expense Benefits, the person 
named on page eight hereof, an Employee of 


UNIVERSAL Pictures CoMPANY, INC. 
AND/OR AFFILIATED AND SUBSIDIARY COMPANIES 


(Herein called the Employer) 


is insured for the amounts of Life Insurance, Accidental Death and Dismember- 
ment Insurance, Accident and Sickness Insurance, Hospital Expense Insurance 
including Surgical Operation, Major Medical and X-ray Examination Expense 
Benefits shown on page eight hereof. 


UNIVERSAL INTERNATIONAL Group LIFE INSURANCE 


If the Employee shall die while in the employ of the Employer and while insured 
under Group Life Policy No. 553-G, the amount for which the Employee is in- 
sured shall be paid to the beneficiary designated on page eight hereof. 

The right to change the beneficiary from time to time is reserved to the 
Employee. 

PERMANENT TOTAL DISABILITY 


Any Employee who shall furnish the Company with due proof that he has 
become totally disabled by injuries, sickness or disease, and has been continuously 
prevented thereby from performing any and every duty pertaining to his occu- 
pation and presumably will during his lifetime be prevented from pursuing any 
oecupation for wages or profit, or if he has suffered the entire and irrecoverable 
loss of the sight of both eyes, or of the use of both hands, or of both feet, or of 
one hand and one foot, he shall be deemed to be totally and permanently disabled 
and the Insurance under the Group Life Policy will become available, provided 
such disability or loss has been sustained before attaining the age of 60. 


CONVERSION PRIVILEGE 


Any Employee of the Employer covered under the Group Life Policy shall, in 
case of the termination cf employment for any reason whatsoever, be entitled 
to have issued to him by the Company without evidence of insurability upon 
application to the Company made within thirty-one days after such termination 
and upon the payment of the premium applicable to the class of risk to which he 
belongs and to the form and amount of the policy at his then attained age, a policy 
of life insurance in any one of the forms customarily issued by the Company, 
except term insurance, in an amount equal to (or at the option of the Employee 
less than) the amount of his protection under such group insurance policy at 
the time of such termination. Insurance under the converted policy shall become 
effective at the end of the thirty-one-day period following such termination. 

The Group Policies under which this certificate is issued may at any time be 
amended or discontinued by agreement between the Company and the Employer 
without the consent of the Employee or beneficiary. 

The Life Insurance, Accidental Death and Dismemberment Insurance, and 
Accident and Sickness Insurance provided under Group Policy Nos. 553-G, 4976- 
DD, and 59-GA, respectively, are not assignable. 
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This certificate replaces and makes void any and all insurance certificates that 
may have been issued previously to the within named Employee under Group 
Life Policy No. 553-G, Group Accidental Death and Dismemberment Policy No. 
4976-DD, Group Accident and Sickness Policy No. 59-GA and Group Hospital 
Expense Policy No. 76-GH issued by the John Hancock Mutual Life Insurance 
Company. 

The provisions described on the other pages hereof are hereby made a part of 
this certificate. 

JOHN HaNcocK MutTvuaL Lire INSURANCE COMPANY, 
PAUL F, CLARK, President. 


Group ACCIDENTAL DeatH AND DISMEMBERMENT INSURANCE 


If, as a result of bodily injuries effected solely through external, violent, and 

accidental means, independently of all other causes, the Employee, while in the 
employ of the Employer and while insured under Group Accidental Death and 
Dismemberment Policy No. 4976-DD, has suffered within ninety days from the 
date of the accident any of the losses described in the following Schedule of 
Indemnities, then on receipt of due proof of such loss, the amount of Accidental 
Death and Dismemberment Insurance to which he is entitled shall be paid to 
the Employee, if living, otherwise to the beneficiary designated on page eight 
hereof. 
SCHEDULE OF INDEMNITIES. The Full Amount of Accidental Death and 
Dismemberment Insurance for loss of Life, or Both Hands, or Both Feet, or 
One Hand and One Foot, or Sight of Both Eyes; One half of the Full Amount of 
Accidental Death and Dismemberment Insurance for loss of One Hand, or One 
Foot, or Sight of One Eye. 

The total amount payable to the Employee on account of more than one of the 
losses listed above sustained in any one accident shall in no event exceed the 
Full Amount of such Insurance. 

Loss of hands and feet shall mean loss by severance at or above the wrist or 
ankle joint, and loss of sight shall mean entire and irrecoverable loss of sight 


PROVISIONS AND LIMITATIONS 


The Accidental Death and Dismemberment Insurance shall not cover accident, 
injury, death, or any other loss caused wholly or partly, directly or indirectly, 
by disease, or bodily or mental infirmity, or by medical or surgical treatment 
thereof ; or ptomaines, or bacterial infections, except only septic infection of and 
through a visible wound accidentally sustained ; or self-inflicted injury or suicide, 
while sane or insane; or war, or by any act of war. 


BENEFICIARY 


The right to change the beneficiary is reserved to the Employee. 

The beneficiary under the Accidental Death and Dismemberment Insurance 
shall be the same as the beneficiary under the Life Insurance, in the absence of 
a separate designation of beneficiary by the Employer for the Accidental Death 
and Dismemberment Insurance. 


Group ACCIDENT AND SICKNESS INSURANCE 


(Not applicable to Employees subject to the New York Disability Benefits Laic 
or the New Jersey Temporary Disability Benefits Law.) 


On receipt of due proof that the Employee has, while in the employ of the 
Employer and while insured under Group Accident and Sickness Policy No. 59 
GA, become wholly and continuously disabled by sickness or by accidental bodily 
injury effected directly and independently of all other causes through accidental 
means and is thereby prevented from engaging in any occupation or employment 
for wage or profit, the Accident and Sickness Weekly Indemnity shall be paid 
beginning with the eighth day of disability due to sickness or with the first day 
of disability due to accident except that benefits shall not be paid for more than 
twenty-six consecutive weeks. 


PROVISIONS AND LIMITATIONS 


The Weekly Indemnity shall not be payable for any period of disability for 
which the insured Employee is not under the care of a legally qualified physician 
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Not more than six weeks’ Indemnity shall be paid for disability resulting from 
any one pregnancy, including resulting childbirth or miscarriage. 


Group Hospirat Expense INSURANCE 
BENEFITS IN THE EVENT OF ACCIDENTAL BODILY INJURY OR DISEASE 


If the Employee, while insured, is confined as hereinafter provided in a legally 
constituted hospital, other than a hospital or other facility owned or operated by 
the United States Government, or any other hospital where care is provided to 
the Employee at federal government expense, as a result of 

(1) an accidental bodily injury which does not arise out of and in the course 
of employment, or 

2) disease for which the Employee is not entitled to a benefit under any 
Workmen's Compensation Law or Act, the following benefits are payable to the 
Employee during any one continuous period of disability : 

(a) a Benefit in an amount equal to the charges incurred during such 
confinement for board and room of the Employee, but not more than the 
amount obtained by multiplying the Maximum Daily Benefit shown on page 
eight hereof by the number of days of such confinement for which the hos- 
pital charges the Employee for board and room, and in no event shall the 
total amount payable for all such charges exceed a sum equal to 180 times 
said Maximum Daily Benefit: and 

(b) a Benefit in an amount equal to the charges which are made to the 
Employee, in connection with such confinement, 

(i) by the hospital (except charges for board and room, charges 
arising from special nursing services, and charges for physicians’ or 
surgeons’ services), and 

(ii) for anaesthetics and the administration thereof, and 

(iii) for necessary ambulance service, 
but in no event shall the total amount payable exceed a sum equal to 
the Maximum Benefit for Hospital Services shown on page eight 
thereof. 

If the Employee is wholly disabled on the date his Insurance under Group 
Hospital Expense Policy No. 76-GH ceases and is confined as herein provided as 
a result of an accidental bodily injury or disease hereinbefore described within 
three months after such date and during the continuance of such disability, the 
benefits shall be payable to the Employee which would have been payable if such 
confinement had commenced while the Employee was insured. 

Successive periods of hospital confinement shall be considered as having 
occurred during one continuous period of disability if the later period of hospital 
confinement is due to an accidental bodily injury or disease which is not entirely 
unrelated to the accidental bodily injury or disease which caused the previous 
period of hospital confinement, unless the later period of hospital confinement 
commences after the Employee either completely recovers from the injuries or 
diseases which caused the previous period of hospital confinement, or returns to 
active work and completes one day of active service. 


MATERNITY BENEFITS 


If the Employee is confined as hereinafter provided in a legally constituted 
hospital as a result of pregnancy (which term includes resulting childbirth or 
miscarriage) and if such confinement commences while the Employee is insured, 
or after the date the Employee’s insurance ceased if the pregnancy existed on 
such date, the following benefits are payable to the Employee: 

(a) a Benefit in an amount equal to the charges incurred during such con- 
finement for board and room of the Employee, but not more than the amount 
obtained by multiplying the Maximum Daily Benefit shown on page eight 
hereof by the number of days of such confinement for which the hospital 
charges the Employee for board and room, and in no event shall the total 
amount pavable for all such charges exceed a sum equal to 14 times said 
Maximum Daily Benefit ; and 

(>) a Benefit in an amount equal to the charges which are made to the 
Employee, in connection with such confinement 

(i) by the hospital (except charges for board and room, charges 
arising from special nursing services, and charges for physicians’ or 
surgeons’ services), and 
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(ii) for anaesthetics and the administration thereof, and 
(iii) for necessary ambulance service, 
but in no event shall the total amount payable exceed a sum equal to 
10 times said Maximum Daily Benefit, provided, however, that no 
benefits are payable to the Employee whose pregnancy exists on August 
1, 1952. 
PERIOD OF CONFINEMENT 


No minimum period of hospital confinement is required because of a surgical 
operation, or as a result of accidental bodily injury requiring emergency care, 
or if a board and room charge is made; otherwise, hospital confinement must be 
for eighteen consecutive hours or longer. 


LIMITATION 


No payment shall be made for any charges incurred for board and room, or 
for any charges made for services and supplies, in connection with hospital 
confinement unless such confinement and the services and supplies for which 
charges are made are recommended and approved by a legally qualified physician 
or surgeon. 

The Group Hospital Expense Policy is not in lieu of and does not affect any 
requirement for coverage by Workmen’s Compensation Insurance. 


GROUP SURGICAL OPERATION EXPENSE INSURANCE 
BENEFIT FOR AN OPERATION RESULTING FROM ACCIDENTAL BODILY INJURY OR DISEASE 


If the Employee while insured under the Employees Surgical Operation Ex- 
pense Rider undergoes a surgicai operation specified in the Schedule of Surgical 
Operations and Benefits contained herein, as a result of— 

(1) an accidental bodily injury which does not arise out of and in the course 
of employment, or 

(2) disease for which the Employee is not entitled to a benefit under any 
Workmen’s Compensation Law or Act, a benefit is payable to the Employee in an 
amount equal to the surgical fees actually charged to the Employee for the 
operation, but not in excess of the maximum payment specified for the operation 
in said Schedule contained herein. 

If more than one of the above-described operations is performed while the 
Employee is insured under the Rider, the aforesaid benefit shall be payable for 
each such operation, except that the total benefits payable for all operations 
which are not entirely unrelated to the bodily injuries sustained in any one 
accident or to the same disease and Which are performed before the Employee 
either completely recovers from such injury or disease, or returns to active work 
and completes one day of active service, shall not exceed the Maximum Surgical 
Benefit applicable to the Employee; provided, however, that if more than one 
operation is performed 

(a) through the same abdominal incision, the total benefit payable for all 
such operations shall not exceed the maximum payment specified in said 
Schedule for that one of such operations for Which the largest amount is 
payable; or 

(b) on the anus or rectum, or both (except for cancer) at any one time, 
the total benefit payable for all such operations shall not exceed one and one- 
half times the maximum payment specified in said Schedule for that one of 
such operations for which the largest amount is payable. 

If the Employee is wholly disabled by an injury or disease as hereinbefore 
described on the date his Surgical Operation Expense Insurance under Group 
Hospital Expense Policy No. 76-GH ceases and undergoes a surgical operation 
specified in said Schedule within three months after such date and during the 
continuance of such disability, a benefit which would have been payable if his 
insurance had not ceased shall be payable to the Employee 


OBSTETRICAL BENEFIT 


If the Employee undergoes a surgical operation specified in the Schedule of 
Surgical Operations and Benefits under the heading “Obstetrical Procedures”, 
while insured, or after the date the Employee’s Surgical Operation Expense 
Insurance ceased if pregnancy existed on the date the Employee's Surgical 
Operation Expense Insurance ceased, the aforesaid benefit is payable to the 
kmployee. 
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LIMITATIONS 


No payment shall be made for any operation— 
(a) not recommended, approved, and performed by a legally qualified 
physician or surgeon ; or 
(b) performed in a hospital or other facility owned or operated by the 
United States Government, or any other hospital where care is provided to 
the Employee at federal government expense. 


Schedule of surgical operations and benefits 


Marimum payment for each 
operation (maximum 
Description of operation bene/jit of $350) 
Abdomen : 
Appendectomy, freeing of adhesions or surgical exploration of the 
abdominal cavity Sierectaapienenttinnndnaes inbaianet 
Removal of, or other operation on gall bladder Lenin wih ea "262. 5 
Gastroenterostomy- : ica thal athae ac adii aed 262. 5 
Resection of stomach, bowel, or rectum___- etal : > 350. 
Abscesses. (See Tumors.) 
Amputations: 
Thigh, leg- aud ; , ; 218. 
Upper arm, forearm, entire hand or foot_ en 
Fingers or toes, each___..-.._._-_--_. : . 26. 
Breast : 
Removal of benign tumor or cyst requiring hospital confinement ____ 87.5 
Simple amputation____ ~~~ > fabs 175. 
Radical amputation____ Ji ae 262.5 
Chest: 
Complete thoracoplasty, transthoracic approach to stomach, dia- 
phragm, or esophagus; sympathectomy or laryngectomy 350. 
Removal of lung or portion of lung__--_--~ 350. 
Bronchoscopy, esophagoscopy____---_-____-~- : 70. 
Induction of artificial pneumothorax, initial___- Ses 43. 
Refills each (not more than 12)_----_~- 
Disocation, Reduction of : 
Hip, ankle joint, elbow, or knee 
Shoulder __-_ Lae, 
Collarbone 
Lower jaw, wrist, or patella_ 
For a dislocation requiring an open operation, the maximum 1 will 
be twice the amount shown above 
Ear, Nose, or Throat: 
Fenestration, 1 or both ears ; 350. 
Mastoidectomy, 1 or both sides: 
Simple oe 
Radical Sioa siceetaat one 
Tonsillectomy, adenoidectomy, or both_ : . §2. 5 
Sinus operation by cutting (puncture of antrum excepted ) . 87.5 
Submucous resection of nasal septum eines = 87.5 
Tracheotomy : iia Rt eaten : : 131. 
Any other cutting oper: ation___~- : om 26. 
Excision or Fixation by Cutting: 
Hip joint nie pepeetiaas neta ameeielel . 262. 5 
Knee or elbow joint____----~ Ledeen aks 5 218. 
Shoulder, semilunar cartilage, wrist or ankle joint oe fe 4 
Removal of diseased portion of bone, including curettage (alveolar 
processes excepted ) a iadineiiaanee 


962. a4 


Eye: 
Operation for detached retina or corneal transplant.___-_~- 
Cataract, removal of____--~- rcibeditaguie 
Any other cutting operation into the e ye ball (through ‘the cornea or 
or sclera) or cutting operation on eye muscles_ 
Removal of eyeball wleniates . 
Any other cutting operation on eyeball__ 
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Schedule of surgical operations and benefits—Continued 


Marimum payment for each 
operation (marimum 
Deacription of operation benefit of $350) 
Fracture, treatment of: 
Thigh, vertebra or vertebrae, pelvis (coccyx excepted) 
Leg, kneecap, upper arm, ankle (Pott’s) : 
Lower jaw (alveolar process excepted), collar bone, shoulder blade, 
forearm, wrist (Colles’), skull 
Hand, foot on 
Fingers or toes, each 
Nose = - = 
Rib or ribs, 3 or more— 
Fewer than 3_ 
The amounts shown above are for simple fractures. For a com- 
pound fracture, the maximum will be one and one-half times the 
amount for the corresponding simple fracture. For a fracture re- 
quiring an open operation, the maximum will be twice the amount for 
the corresponding simple fracture (bone grafting or bone splicing or 
metallic fixation at point of fracture considered as open operation). 
Genito-urinary tract: 
Removal of, or cutting into, kidney 
Fixation of kidney- 
Removal of tumors or stones in ureter or bladder : 
By cutting operation a 5s 
By endoscopic means 
Cc ystoscopy - o 
Removal of prostate by open operation. 
Removal of prostate by endoscopic means 
Circumcision bid : 
Varicocele, hydrocele, ore hidee tomy or epididymec etomy : 
Single 
Bilateral —- 
Hysterectomy. 
Other cutting oper ations on ‘uterus : and its append: izes W ith abdominal 
| late co ty SRS pt te om . amie 
Cervix amputation iegeecaein teats aah 
Dilatation and curettage (nonpue rper: il), cervix cauterizée ation» or 
conization, polypectomy, or any combination of these 
Vaginal plastic operation for, cystocele or rectocele 
Cystocele and rectocele oe - 
Goitre: 
Removal of thyroid, subtotal 
Removal of adenoma or benign tumor of thyroid 
Hernia: 
Single hernia 
More than 1 hernia 
Joint: Incision into, tapping excepted 
Ligaments and tendons: 
Cutting or transplant: 
Single ts 
Multiple ‘ 
Suturing of tendon: 
Single — 
Multiple_ 
Paracentesis : Tapping. 
Pilonidal cyst or sinus: Removal of 
Rectum : 
Hemorrhoidectomy : 
External 
Internal, or internal and external 
Cutting operation for fissure 
Cutting operation for thrombosed hemorrhoids 
Cutting operation for fistula in anus: 
Single _____ pare 
Multiple - 
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Schedule of surgical operations and benefits—Continued 


Marimum payment for each 
operation (marimum 





Deacription of operation benefit of $350) 
Skull: 
Cutting into cranial cavity (trephine excepted) _......__._.__.__-_-___ $350. 00 
Trephine —_- Euaueehineedkaciean sincechaenataanigeetememmmeiat iain lee 43. 75 
Spine or spinal: cord: 
In TE I CO a cr cstneres insert cep mente emenbontens 350. 00 
Operation with removal of portion of vertebra or vertebrae (except 
coccyx, transverse, or spinous process ) ~~~ eee ee 
Removal of part or all of coccyx, or of transverse ¢ or spinous process_ 87. 50 
Tumors: 
Cutting operation for removal of 1 or more benign or superficial 
tumors, cysts, or abscesses: 
Requiring hospital confinement_— sade mutaniasineerasidiieininsndiadirbe tee crcatiaedagts 43. 75 
Not requiring hospital confinement__.......-.._.---________. 17.5 
eee, eee Cer OE, GP CE _asesiahapanepenmparentecieeptiomecniinenanen 87. 50 
Varicose veins: 
Injection treatment, complete procedure, 1 or both legs_____-~_-- 70. 00 
Cutting operation, complete procedure: 
1 leg isa eattaniateebten 87. 50 
Both legs__-_- : ; = scsinienaeseeest 1 EG a 
Obstetrical procedures: 
Delivery of child or children__ aes pcbasainbanie iase edatateieainsaeaene 87. 50 
Caesarean section : Seeding OREO 
Abdominal operation for extrauterine pregnancy _ Detentaesedtcactanie>oieapeiaeninttoce. ER 
EIN goes chen ans solani pie eae eecerenlassa mcees Seeidtaana tite een aden 43. 75 


Except for operations expressly excepted in the Schedule, the Company shall, 
subject to the terms and conditions of the Rider, determine a payment for any 
cutting operation not listed in the Schedule consistent with the payment for any 
listed operation of comparable difficulty and complexity, but in no event shall 
such payment exceed the applicable Maximum Surgical Benefit. 


Group Majyor MepicaAL EXPENSE INSURANCE 


If the insured Employee, as a result of— 
(A) an accidental bodily injury which does not arise out of and in the course 
of employment, or 
(B) disease for which the Employee is not entitled to a benefit under any 
Workmen's Compensation Law or Act, necessarily incurs regular and customary 
charges, while under the professional care and treatment of a legally qualified 
physician, for 
(1) medical treatment by a legally qualified physician, which charges, 
with respect to an employee who is not included in the class of employees 
eligible for Employees Hospital Expense Insurance under said Group Policy 
No. 76-GH, are in excess of the benefits payable to such Employee for such 
medical treatment, under a Policy of Group Insurance issued to the Motion 
Picture Health and Welfare Fund, or which would have been payable to 
such Employee if he had been insured thereunder, or 
(2) private-duty nursing service by a registered graduate nurse who is not 
a membe r of the Employee’s immediate family, or 
(3) the following services or supplies if they are incurred during a period 
when the Employee is not confined in a hospital or sanitarium: 
(i) prosthetics, braces or crutches, or 
(ii) rental of iron lung or other mechanical equipment, or rental of 
hospital-type bed, or oxygen and rental of equipment for the adminis- 
tration of oxygen, or 
(iii) X-ray examinations, other than dental X-rays, in excess of the 
benefits payable, if any, under the Employees X-ray Examination Ex- 
pense Rider, or 
(iv) anaesthetics and the administration thereof, or 
(v) other therapeutic services or supplies, 
a benefit is payable to the Employee in an amount equal to 75% of all such charges 
incurred while insured and during a disability period due to disease, including 
any related disease or diseases, or to injuries resulting from an accident, which 
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are in excess of the applicable deductible amount specified on page eight hereof, 
but the aggregate benefit payable for all such charges incurred during all dis- 
ability periods occurring during the aggregate period the Employee is insured, 
both under the Employees Major Medical Expense Rider, as an Employee, and 
under the Dependents Major Medical Expense Rider, as a dependent, shall not 
exceed the applicable Maximum Aggregate Benefit specified on page eight hereof ; 
provided, however, that no benefit shall be payable for any charge 
(a) for any surgical operation or procedure, or for any post-operative 
medical treatment received in connection with and on or after the date of 
any such operation or procedure; or 
(bv) made by a hospital or sanitarium for any services, supplies or equip 
ment, except for treatment or service specified in subparagraphs (1) and 
(2) above; or 
(c) for drugs or medicines; or 
(d) incurred more than two years after the date the disability period 
commences ; or 
(e) for general health examinations; or 
(f) for any treatment, service, supply or equipment which 
(1) is not recommended and approved by a legally qualified physician ; 
or 
(2) is received in connection with an injury or disease which results 
wholly or partly, directly or indirectly, from war or any act of war, 
whether declared or undeclared, which war or act of war occurs while 
the Employee is insured under the Rider ; or 
(3) is received as a result of pregnancy (which term includes resulting 
childbirth or miscarriage) ; or 
(4) is received as a result of alcoholism or any drug or narcotic 
habits; or 
(5) is received at (i) a United States Government Hospital, or else- 
where at Federal Government expense, or (ii) a County, State, or Fed- 
eral Institution; or 
(g) for transportation or travel; or 
(h) for dental work or treatment except for charges resulting from injury 
to natural teeth caused by accidental bodily injury; or 
(i) for eye examinations or the fitting or cost of glasses; 
and none of said charges shall be considered as part of the deductible 
amount specified on page eight hereof. 

If any employee who is wholly disabled as the result of an injury or disease as 
hereinbefore described on the date his insurance under the Employees Major 
Medical Expense Rider ceases incurs any charges, after the date his insurance 
ceased and during the continuance of such total disability, due to such injury or 
disease the benefit which would have been payable if his insurance had not ceased 
shall be payable to the Employee; provided, however, that no benefit shall be 
payable for any charges incured more than one year after the date of his insurance 
ceased. 

For the purpose of insurance under the Employees Major Medical Expense 
Rider, a charge for any service or supply shall be deemed to have been incurred 
only on the date such service or supply shall have been received. 


DEFINITION 


The term “disability period” shall be construed to be the period connmmencing 
with the date of the first treatment by the physician for the injury or the 
disease after the Employee becomes insured, the charge for which is considered 
as a part of the deductible amount specified on page eight hereof, and ending 180 
days after the date of the last treatment by a physician for such injury or disease 
including any related disease or diseases. 


X-RAY EXAMINATION EXPENSE INSURANCE 


If the Employee receives an X-ray examination specified in the Schedule of 
X-ray Examinations and Benefits contained herein and if such examination is 
made or recommended by a legally qualified physician in connection with a 
diagnosis of (1) an accidental bodily injury which does not arise out of and in 
the course of employment, or 

(2) a disease for which the Employee is not entitled to a benefit under any 
Workmen’s Compensation Law or Act, a benefit is payable to the Employee in an 
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amount equal to the fees actually charged to the Employee for each such examina- 

tion if received while the Employee is insured, but not in excess of the maximum 

payment specified for such examination in said Schedule; provided, however, that 

the total amount payable to the Employee for all such examinations received by 

the Employee during any one calendar year shall not exceed Seventy-Five Dollars ; 
provided further that no payment shall be made for 

(a) any examination received by the Employee while confined in a hospital 

if the Employee is entitled to any hospital-expense benefits under the Policy 

during such confinement; or 

(b) any examination due to or resulting from pregnancy, which term 
includes resulting childbirth or miscarriage ; or 

(c) any dental X-ray examination unless it is the result of an accidental 

bodily injury which does not arise out of and in the course of employment ; or 

(d) any examination received from or in facilities owned or operated by 

the United States Government, or elsewhere at federal government expense. 

If the Employee is wholly disabled as a result of an injury or disease hereinbe- 

fore described on the date his insurance under the Employees X-ray Examination 

Expense Rider ceases, is thereby prevented from performing any and every duty 

of his occupation, and receives an examination hereinbefore described made or 

recommended by a legally qualified physician within three months after the date 

his insurance ceased and during the continuance of such disability, the benefit 

hereinbefore described shall be payable to the Employee for such examination, 

provided such benefit would have been payable if his insurance had not ceased. 


Schedule of X-ray eraminations and benefits 

Marimum 

Description of X-ray examination payment 
Abdomen or organs therein (unless otherwise specified in this Schedule) __ $15. 00 
Ape OF We...nctous 7.50 
Chest (heart and 1 . 00 
Electrocardiogram . 25 
Gall bladder, kidney, ureter, or bladder—dye method . 50 
Gastrointestinal series—barium meal-_ .50 
Head (skull or sinuses) . 00 
Joints (shoulder, knee, elbow, ankle, wrist, hands, or feet) : . 50 
itis tciesgie-tetins <eadentl SD euiieae . 5. 00 


The Company shall determine a consistent payment for any X-ray examina- 
tion not covered in this Schedule unless payment for the examination is expressly 
excepted by the other terms of the Employees X-ray Examination Expense Rider ; 
provided, however, that such payment may be less than the smallest maximum 
payment listed but such payment shall in no event exceed the largest maximum 
payment listed. 


GENERAL PROVISIONS 
TERMINATION OF INSURANCE 
(Applicable to all Coverages) 


The Insurance of the Employee shall cease automatically on the earliest of the 
following dates: 
(a) the date of expiration of the period for which the last required premium 
contribution is made by the Employee; 
(b) the date of termination of employment of the Employee which shall be the 
date the Employee ceases active work, except that 
(1) if the Employee ceases active work as a result of leave of absence or, 
with respect to Life Insurance, retirement, his employment shall be deemed 
to continue thereafter, for the purpose of insurance under the Group Policies, 
until terminated by the Employer either by written notice to the Company 
or by any other means, or 
(2) if the Employee ceases active work due to sickness or injury his em- 
ployment shall be deemed to continue, for the purpose of insurance under 
the Group Policies, during the continuance of such disability for the period 
of three months from the date the Employee ceased active work, and there- 
after during the continuance of such disability until terminated by the Em- 
ployer either by written notice to the Company or by any other means ; 
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(c) with respect to any coverage, the date of termination of the Policy or Rider 
providing such coverage ; 

(d) with respect to Accident and Sickness Insurance, the date of expiration 
of the maximum number of weeks for which the disabled Employee is entitled 
to Indemnity ; 

(e) with respect to Hospital Expense Insurance, the date of expiration of the 
maximum number of days for which the disabled Employee is entitled to a Daily 
Benefit ; 

(f) with respect to Hospital Expense, Surgical Operation Expense, and X-ray 
Examination Expense Insurance, the date from which the Employer becomes 
obligated to make payment on the Employee’s account to the Motion Picture 
Health and Welfare Fund; 

(g) with respect to Major Medical Expense Insurance the date the Maximum 
Aggregate Benefit becomes payable. 

The Employee's Death Benefit (the amount of insurance in force on the life 
of the Employee at the time of termination of employment) shall continue in 
effect for a period of thirty-one days following the Employee's termination of em- 
ployment with the Employer. 


NOTICE AND PROOF OF CLAIM 
(Applicable to Accidental Death and Dismemberment Insurance) 


Written notice of injury to the Employee must be given to the Company within 
twenty days from the date of any loss for which claim may be made. Satisfac- 
tory written proof of such loss on forms supplied by the Company must be 
furnished to the Company within three months after the date of the loss for 
which claim is made. 


(Applicable to Accident and Sickness Insurance) 
Written notice of disability of an Employee must be given by the Employer 


to the Company within ten days after the date such sickness or injury occurs. 
Satisfactory written proof of such sickness or injury must be furnished by the 


I’mployer to the Company within three months from the end of the period of 
disability for which the Company is liable. 


(Applicable to Hospital Expense, Surgical Operation Expense, Major Medical 
Expense and X-ray Examination Hrpense Insurance) 


All benefits shall be paid, as stated in the following provision, upon receipt of 
written proof on the Company’s forms or, if such forms are not furnished by 
the Company within fifteen days after demand therefor, then upon receipt 
of written proof covering the occurrence, character, and extent of the event for 
which claim is made. 


PAYMENT OF CLAIM 


{Applicable to Accident and Sickness, Hospital Expense, Surgical Operation 
Expense, Major Medical Harpense and X-ray Eramination Exrpense Insur- 
ance) 


Upon request of the Employee and subject to due proof of loss, the accrued 
Accident and Sickness Weekly Indemnity and Hospital Expense Daily Benefits 
will be paid to the Employee each week during any period for which the Com- 
pany is liable, and any balance remaining unpaid at the termination of such 
period will be paid to the Employee immediately upon receipt of due proof. All 
other benefits will be paid to the Employee immediately after receipt of due 
proof. 


EXAMINATION 


(Applicable to Major Medical Expense and X-ray Examination Expense 
Insurance) 


The Company shall have the right and opportunity to examine the person of 
the insured when and so often as it may reasonably require during pendency of 
claim under the Employees Major Medical Expense Rider and the Employees 
X-ray Examination Expense Rider. 
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Name of employee ; Certificate No 
Effective date , provided the employee is then actively at 
work, otherwise the date he returns to active work. 


: , ) ‘ 
Emp ovee 8 amounts of insurance 


Major medical 
| Maximum | Maximum expense benefits Maximum 
— ~ | benefit for surgical X-ray 
daily hospital operation examina 
benefit ri pa benefit | Maximu Dedue- tion 
alta a aggregate | tible benefit 
benefit amount 


$1, 000 $35 $5, 900 $100 


Beneficiary 


Register of change of beneficiary (applicable to group life insurance and group 
accidental death and dismemberment insurance) 


Date endorsed Beneficiary Endorsed by 


Mr. Hewirr. Mr. Lorber, I want to say that your statement was a 
very courageous one. I was very much impressed with the position 
that you took that management must take the initiative. Quoting 
from your statement, you say : 

To make it possible for the many millions of Americans in all industries to 
take part in this great social development which eases the way for them to 
take care of themseives. 

Later on, you talk about the insurance industry taking the lead 
out of its pants. 

Now, I am at a complete loss to understand how management can 
get initiative and how companies can get the lead out of their pants 
without being shoved into doing those very things by the Govern- 
ment so that the American people can get the relief which they so justly 
deserve. Can you explain that to me? 

Mr. Lorser. I believe, Mr. Heller, that my company is a fairly repre- 
sentative company, and we have a profit motive. We like to make 
profits for our stockholders. I believe that John Hancock is a repre- 
sentative insurance company, and they do not have the profit motive 
but they like to keep the interests of their policyholders secure. No- 
body pushed us into this picture, and yet we do it voluntarily and we do 
it very happily. My board has always been happy to go along, and 
they feel that it isa matter good business. 

I believe that, perhaps, Government by a process of education to 
both industry and labor, and maybe the insurance business, too, could 
encourage all of them to do this sort of thing voluntarily. I believe 
it is possible, and it may take us a little bit longer doing it that way 
than forcibly pushing them into it. 

Mr. Hetirr. I think the work of your company is very commend- 
able, and, also, the work of the insurance company, but I still cannot 
see how you can have a plan of education initiated by the Govern- 
ment. Do you mean that the Government is to go to management and 
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the insurance company and lecture them? How do you propose to 
do it in a practical way, and how long can this thing be continued 
to remain in the condition in which it exists today ? 

Mr. Lorser. I believe, Mr. Heller, and gentlemen, that I must go 
back to my original premise that given the supply a services where it 
is needed most that somehow, some way, either by direct action of 
management or through collective bargaining and that has become 
« great factor in the development of these sort of plans with an industry 
and one of the great factors in pushing management into this sort of 

plan where they have been a little slow in doing it themselves, it 
will work. 

Mr. Heiter. Who would do the pushing ? 

Mr. Lorser. I think our powerful labor elements within the country 
can help push this thing. Many joint ventures between labor and 
management have been created within the last decade, and they are 
working comparatively well. 

Mr. Hever. Thank you. 

Mr. Hare. I was interested to note from this appendix A that you 
began with a straight life coverage with the Travelers and then shifted 
over to this more ambitious plan in 1930. I was wondering whether 
the Travelers, at that time, did not want to go into the more ambitious 
plan or whether you chose John Hancock because they made some 
more favorable offer. 

Mr. Lorser. Mr. Hale, the switch from Travelers Insurance Co. 
to John Hancock antedates my participation in any part of the opera- 
tion of this program. However, if you look at this appendix A, you 
will find that any real development in our overall program did not 
take place until July of 1945. I like to feel that this great change in 
my company’s attitude coincides with the date in which I was made 
director of insurance on a worldwide basis. 

Mr. Hate. It was a change in your company’s attitude and not any 
reluctance on the part of the Traveler’s to go ahead ? 

Mr. Lorser. I know of no such reluctance, Mr. Hale. 

Mr. Hare. But so far as you know, the John Hancock Insurance Co. 
is not the only insurance company by any means, that would handle 
this kind of a job? 

Mr. Lorser. I do not think so, Mr. Hale. I think that there are 
many other companies today, particularly within the last 6 months, 
who, I like to feel, have heard about the operation of the Universal 
plan and have since gone into the market and made similar sorts of 
plans available to management and industry, generally. I do not 
think this type of plan is any longer exclusive with John Hancock. 

Mr. Hae. Thank you. 

Mr. Scuencx. I would like to ask if you have had enough experi- 
ence on this program now to determine that the rates you have set are 
adequate ? 

Mr. Lerver. I do not know today. I am told on pretty good au- 
thority by a lot of people in the insurance business that it is still too 
early to know whether the rates we pay for our plan are adequate 

rates. I do know, however, because we are prudent insurance opera- 

tors, that we have set up adequate reserves for each case as it comes 
along—and I am watching it personally rather carefully—I do know 
that we are about right. 
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We have some room within the rates; and, if future events develop 
that we have to go up 10, 15, or 20 percent, we still feel we have room 
within our rate structure to do it. 

Mr. Scuenck. Now that is the situation that gives rise to the idea 
of a reinsurance or coinsurance, is it not? If your rates are too low 
and you have made a good many payments to make, then is it not the 
idea that the Federal Government should insure those payments, 
much as they do deposits in a bank ? 

Mr. Lorser. I do not believe, Mr. Schenck, that the rate structure, 
as it is set up today or what it will be in the foreseeable future, will 
be that high that the low-income groups with the cooperation of man- 
agement and labor could not handle it. 

Mr. Scnencx. Then you do not believe it is necessary to insure 
the rates themselves ? 

Mr. Lorser. I think the life-insurance companies in this business 
are well qualified to take care of themselves; and, if they require re- 
insurance, I believe that, as in the field of general insurance, the in- 
surance companies know how to establish their own reinsurance ar- 
rangements. 

Mr. Scuencx. That is all. 

The Cuarrman. I think every member of this committee has now 
had an opportunity to ask questions. It is about time for adjourn- 
ment. However, if there is anyone who would like to ask any addi- 
tional questions in a few minutes that remain, I will recognize them. 
If not, we will adjourn. 

I want to say, Mr. Lorber, that we greatly appreciate your presence 
here today and the testimony that you have given. That certainly 
will be very helpful to us and certainly will be very helpful to other 
companies who have a like desire to be helpful to their employees. I 
hope that as a result of this testimony here today, where you have 
related the history of your company, it will have a tendency to encour- 
age others to do likewise. 

During the hearings we have had many plans suggested. I think 
that which you have presented on behalf of Universay Pictures Co. is 
probably the most ambitious one we have had presented to us. It is 
voluntary in character, and I wish that the problem would be recog- 
nized by all as it is by your company. If such were the case, maybe it 
would not be necessary to have legislation. 

But, as Mr. Heller has indicated, the tendency is to require indi- 
viduals sometimes to do the things that will prove beneficial to our 
people. So this committee is giving very serious consideration to the 
problem. 

You have helped us in the contribution you have made. We are 
appreciative of your presence here today. 

(The following material was submitted for the record :) 


MEMORANDUM ON Masor MepicAt ExPense Group INSURANCE PLANS SUBMITTED 
BY THE LIFE INSURANCE ASSOCIATION OF AMERICA TO ACCOMPANY APPROXIMATELY 
170 BookLets DescrIBING EXIsTING PLANS 


At the request of the House Committee on Interstate and Foreign Commerce, 
the Life Insurance Association of America staff initiated, on November 9, a col- 
lection of employee booklets describing existing group major medical plans and 
the basic health insurance plans, if any, on which the major medical plans are 
superimposed. At the same time, the staff requested information on the number 
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of persons currently protected under such plans. Following is a résumé of the 
results of this survey: 

1. All plans.—As of late November to early December 1953, it is estimated that 
some 24 insurance companes were actively writing major medical insurance 
on a group basis. At least four other companies are just entering the field. 
There are about 500 plans now in effect, protecting an estimated 1,040,000 per- 
sons. The figure is divided as follows: 


ee ‘ rela lan : 490, 000 
Dependents__-__-~-- 7 bo oe . 550, 000 


Total =F ‘ , 1, 040, 000 


This represents an increase of about 20 percent over the October 1 figure 
of 873,000 as reported in the testimony of Mr. E. B. Whittaker on October 13, 1953 

2. Plans for which booklets were available (approximately 170).—In some 
cases enrollment letters describing the plans were submitted where booklets were 
not prepared. Also, in many cases, printed information on the basic hospital, 
surgical, and medical plans was not available, either because it was written by 
another insurer or because, especially in the case of smaller employers, the 
employees had been informed of their benefits via some other medium such as 
bulletin board or pay envelope notice. 

Although descriptive material was submitted for only about one-third of the 
group major medical plans, these plans cover about 855,000 persons, or well over 
80 percent of the total. The figure is divided as follows: 


Employees____- sn idee’ i . ii. 420, 000 
Dependents__-_~-~-- ‘ ~* p 435, 000 


ER chs oe ohne : . vedi. (6c. ce Re ae 


3. Plans for which booklets were not available——For about two-thirds of the 
plans, booklets or other descriptive material were not available, usually because 
the case was so small that the employer did not consider the additional expense 
of preparing the material to be warranted or because the case was so new that 
there had not been sufficient time to print booklets. 

About one-half of the plans for which we do not have booklets are underwritten 
by one company, Liberty Mutual Insurance Co. of Boston. That company sent 
the staff only one booklet, but included in the letter of transmittal, the following 
description of its other major medical plans: 

“The only such booklet that we have issued is one covering our ‘Elfun Society’ 
plan, described by Mr. A. M. Wilson in his prepared testimony (before the House 
Interstate and Foreign Commerce Committee on October 13, 1953). The booklet, 
which is up to date, is enclosed. The Elfun Society also has a basic hospital and 
surgical plan. Since we do not underwrite it, we cannot comply with your re- 
quest for a descriptive booklet. Perhaps General Electric will be able to supply 
one. 

“Altogether we have approximately 11,500 employees and 21,500 dependents 
covered under the 170 major medical plans that we write. Of these numbers, 
the Elfun Society plan accounts for approximately 4,000 employees and 8,000 
dependents, and our own employee plan, for approximately 1,900 employees and 
3,420 dependents. One hundred and twenty-seven of the plans, including the 
Elfun Society plan itself, are essentially similar to the plan set forth in the 
enclosed booklet. Of the remainder, 39, including our own company plan, differ 
from the Elfun pattern in establishing a deductible of $500 instead of $300; 2 
plans set the deductible at $750, and 2, at $1,000. It need hardly be pointed out 
that the actual impact of these varying deductibles will depend on the respective 
provisions of the underlying plans.” 

4. General observations.—For what value it might have as supplementary in- 
formation, the staff analyzed the coverage figures submitted to determine the 
extent of participation in this field by type and size of insurance company. Of 
the 24 companies, 16 are life insurers, 6 are casualty, and 2 write both life and 
casualty lines. The following table gives an indication of distribution of cover 
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age by size of company (based on amount of total group accident and health 


insurance premiums) : 


j 
| Percent of 
Group Aand| total group 
H premiums |major medical 
coverage 


| 
j 
| 
} 
| 


87.4 90. 5 
10.6 | me 
2.0 | 2. ; 


100. 0 | 100. 0 
| 
These 24 companies wrote 75 percent of the total group accident and health 
dusiness in 1952. Several additional companies have expressed their intention 
to enter the field within the next few months. 


Dated: December 21, 1953. 


Ostheimer & Co., Inc., of Philadelphia, consultants in pension, profit-sharing 
and group-insurance plans, made the following analysis of the material assein- 
bled by the Life Insurance Association of America: 


A SuRvVEY oF REPRESENTATIVE Magor MEDICAL EXPENSE INSURANCE PLANS 
INTRODUCTION 


The following survey represents a tabulation of the principal provisions of a 
number of major medical expense plans as underwritten by various insurance 
companies doing business in the United States and Canada. These provisions 
were gleaned from announcement booklets prepared for distribution to the 
covered employees involved, and therefore may well have a degree of inaccuracy, 
since announcement booklets generally are designed to describe principal benefits 
and are not in any sense a part of the actual insurance contracts. Furthermore, 
this source of information limits the survey to major provisions of the plans and 
eliminates the possibility of tabulating such important items as number of em- 
ployees covered, cost of coverage, percentage of cost borne by employer and 
employee, etc. 

Nevertheless this survey should give a reasonably good picture of the scope 
and extent of major medical expense insurance. It should be kept clearly in 
mind, however, that this type of coverage has developed rapidly in the past 3 
years with insurance companies writing plans today which were unthought of 
in 1951. Then too, as experience has been accumulated many liberalizations and 
a fair number of restrictions have been added. Actually there are many more 
different ways of underwriting this coverage than there are insurance companies 
writing it. In view of all this we caution against using this survey to compare 
the underwriting requirements of one insurance company with those of another. 
The development has been too rapid and the announcement booklets are too 
general to permit such comparison. 

The following comments may aid the reader in analyzing the terms set forth 
in the survey. 

Column I—Employer, location, insurer, effective date 

This heading is self-explanatory although we would point out that where 
dashes appear the information was not included in the announcement booklet. 
This is particularly true of the effective date which was missing from a good 
many booklets, and this is unfortunate since there have been several noticeable 
trends in underwriting which would be more obvious if all the effective dates 
were shown. 


Column II—Employees covered 

You will note that there are a good many cases where only the higher salaried 
employees are covered although the present trend is toward coverage for all 
employees, or at least for all salaried employees. Coverage of only the higher 
paid people is in many cases due to the fact that plans were installed during the 
period of wage and salary stabilization when employers were not permitted to 
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contribute to the cost of this type of insurance. With the employees paying the 


entire cost it was felt that the necessary 75 percent enrollment could only be 
obtained if the group were limited to those who could afford to pay such costs 
Since the termination of wage and salary stabilization regulations there has 
been a great increase in employer participation with a resultant decrease in cost 


to employees. 


Column I1lI—Basic plan 
This column shows whether or not a basic plan of hospital and/or surgic 

and/or medical expense coverage is in force and indicates whether such a 
plan is underwritten by an insurance company or by organizations such as 
Blue Cross and Blue Shield. By basic plan we mean a plan which generally 
starts with the first dollar of expense and is primarily designed to take cars 
of all, or a substantial portion, of the basic hospital, surgical, and sometimes 
medical expenses incident to the less serious disabilities. 


Column IV—Integration with basic plan 

Major medical expense insurance may exclude the benefits of basic coverages 
in order to avoid duplication. When this is done the plan is said to be inte 
grated with the basic plan. There is at present a strong tendency in this dire« 
tion although there are still a good many plans in existence which commence 
payment after a tixed deductible regardless of the fact that basic coverage may 
pay all or a part of the expenses included in the deductible. 


Column V—Deductible amount 

This is the amount of out-of-pocket expense which must be borne by the 
employee before the major medical expense plan commences reimbursement 
If the plan is integrated with basic coverages this deductible is normally an 
amount in excess of basic benefits, whereas in unintegrated plans basic benefits 
are disregarded. 
Column VI {pplication of deductible 

Generally the deductible is applied separately for each disability or for each 
benefit year or calendar year. A benefit year is usually defined as a 12 months 
period commencing when the first covered medical expense is incurred 


Column VII—Mazimum amount 
This is self-explanatory. 


Column VIII—Application of marimum 

There are several possibilities here, although in most cases the maximum is 
an overall amount per individual or a maximum per disability. When the 
overall concept is used we have referred to the application of the maximum 
as “aggregate.” In such cases provision is generally made for reinstatement 
of the entire maximum either upon submission of evidence of insurability 
or after a given period during which an individual is free of medical treatment 
In addition to the maximum dollar limit there is often a time limit beyond 
which benefits for the same disability will not be paid. This limit is generally 
2 or 3 vears and is set forth in this column when it was shown in the announce 


ment material. 
Column IX Percent employee coinsurance 

General expenses in excess of the deductible are not reimbursed completely 
but rather the insured individual is expected to pay a portion of such covered 
expenses. You will note that the percentage of such expense borne by the 
employee is generally 25 or 20 percent, although there are some plans which 
provide for payment of 100 percent of covered expenses up to the indicated 
maximum. 
Column X Definition of dependents if covered 

This column is self-explanatory. 


Column XI—Employee contribution 

Here we have shown whether or not contributions are made by the em- 
ployee. In cases where the booklet clearly indicates that the employee pays 
the entire cost, we have noted this fact although it may well be that the 
entire cost is paid by the employee in other cases where we have simply shown 
the word “contributory.” 


39087—54—pt. 7-7 
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A survey of major medical expense insurance plans of representative 


Employer, location 
effective date 





»*s Candies, Inc., location not 
given, Bankers Life Co., May 1, 
1953 


Bankers Life Co., Des Moines, 
Iowa, Bankers Life Co., May 1, | 
1953 

Federal Sales Machinery Co., | 
Chicago, Ul., Bankers Life Co., 
Jan. 1, 1953 

Drake University, Des Moines, 
Iowa, Bankers Life Co., Sept 
13, 1950. 

Co 1 Industries, Inc., | 


solidated Filn 

Los Angeles, Calif., Bankers 
Life Co., May 22, 1y53 

The Elfun Society (GI 
nectady, N. Y., Liberty 
tual, Feb. 1, 1953 





Sche- 


Mu- 


Uniied Carr Fastener Corp., Bos- 
ton, Mass., American Casudlty, 
Feb. 1, 19038 


Rexall Drug Co., Los Angeles, 
Calif., American Casualty 

Yale University, New tlaven, 
Conn., American Casualty, May 
1, 1953 

Soreng Products Corp., Schiller 
Park, lll., John Hancock 





, Inc., Uni- 


Han- 


Universal Pictures C¢ 
versal City, Calif., J 
cock, Jan, 1, 1954 


nn 


Home Life Insurance ( 
York, N. Y., Home 


Milwaukee Crane & Service Co., 
( Wis., Employ Mu- 


udgahy, npl 


tual Liability, Nov. 1, 


1953 


Pacific Gage C Los Angeles, 





Calif., Employers Mutual Lia 
bility, Aug. 1, 1955 
Wesson Oil and Snowdrift Co., 
New Orleans, La., Employers 


Mutual Liability 

William Miller Instruments, I 
dena, Cailitf., \iutual 
Liability. 


1S8a- 





ers 


Union Oi] Co, of California, Los 
Angeles, Calif., Continental 
Casualty. 





O’Brion, Russell & Co., Boston, 
Mass., New York Life, July 15, 
195. 

Harris, Upnam & Co., New York, 





|e New York Life, January 
1, 1953 , 
Pennsylvania Lumbermens Mu- 
tual Insurance Co., Pailadelphi i, 
Pa., New York Lif Feb. 17, 
1953, employee, Mar. 4, 1953, de- 
pehuellts. 
1 $5,000, $2,500 for n abling n 
1 Employee, no; dependent, ye 


Inte- 
Employees Basic — 
covered ylan 
Pp basic 
plan 


All employees Insured _| Yes 


Home office 
ployees. 


em do Yes 


All full-time em- do Yes 
ployees 

All except service do Yes 
employees in 
eertai. depart- 
meats 

All full-time em do Yes 
pl yyees 

All members Not in- | No 


dicated 


Executives only do.....| Yes 


Executives, sales do Yes 
managcrs 

All faculty and do Yes 
staff members 


under 6 


All employees Insured 


dc do Yes 

do Yes 

All full-time em do Yes 
ployees 

do None No. 

All employees Insured .| No 


do None 


do Insured ¢? 
do Not in- No 
dicated 
Partners; emp! do No 
ees earuing over 
$5,000 per » ear 
All full-time em- do.....| No 


plo yees 


sl and nervous disorders 


Deductible 
amount 


i4-month salary, 
minimum $100. 


$200 


$250 or $350 de- 
peading oa sal- 
ary. 


$200 


$300... 


Larger of $300 or 
benefits paid by 
other carrier. 

do 


Larger of $500 or 
benefits paid by 
other carriers 

5 percent of an- 
nual salary, $200 
minimum, $600 
maximum, 

$100 


$50 on hospitaliza- 


tion and gsurgi- 
cal; other med- 
ical, 44 average 
monthly pay 
minimum $100, 
maxi ..um $300 
Larger of basic 


plan or $300. 

$25 

$500 

$25 

Employee, $1,000; 
dependeat, $100 
or $150, based on 


salary. 
$750 


$500 


$500 


Applica- 

tion of 

| deduct- 
ible 


| 


Per dis 
ability i 


do 


do 


do 


do.... 

do.... 

do.... j 
' 
' 

a 


do 


do... 


do 


Per 6 
mnths, 


do 


do 


Per dis- 
ability. 


.-do 


do 


do 


do 


do.. 
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i Percent a 
Maxi- : oh Definition of pee 
mum ae So dependents if Emy ——- Remarks 
amount ; covered 
| ance 

$2,000 | Aggregate 2-year 25 | Not indicated Not indicated. 

limit 
| 

5,000 | Aggregate 5-year 25 | Wife, ehildren 14 | Contributory... 

limit. days to 19th birth- 
day 

5, 000 .do 25 Spouse, children be- Employee, none 
tween 14 days and dependent, all. 
19 years of age 

2,500 | Aggregate 3-year 2 .do Contributory No payment unl 

limit. | benefits due ur 
| der hospitali 
| tion or surgical 
benefits. 
5,000 | Aggregate 5-year 25 do do 
} limit 
5,000 | Per disability; no | 25 | Spouse, dependent | 100 percent Step rated by age 
time limit. children under 25 
j years of age 
5,000 | Per disability; 2 None | Spouse, children 1 do Employees and 
year limit month to 19th over excluded 
birthday. 

5, 000 do None do do Do. 

5, 000 do 15 do do Do 

5, 000 do... 25 | Wife, children 14 | Contributory Total disability re- 
days old up to quired, 

| 19th birthday. 
5,000 | Aggregate 2-year 25 | Spouse, children uy do Excludes hospital 
limit j to 19th birthday, ization, surger 
| 22d if student. n e ical expense 
allowance of Y 
ion func ; exter 
ed basic benefits 
(‘) Per disability, no 20 | Spouse, children 14 | Employee, 1 
time limit ip to 2ist lependent con- 
lay triputory 
3, 000 Per disability 20 Spouse, children up | Contributory Coverage for | 
j | to 19th birthday 

2, 500 ao | None ao do 

5, 000 ..do 25 | Not covered do. 

5, 000 ins@et None | Spouse, children do. Coverage for hos- 
from 14 days to 19 pitalization only 
years of age $10; limit on 

| board and room 
| coverage 

5,000 | Per disability or | 20 | Spouse, children be- do. 

per insurance tween ages of 14 
year; 2-year days and 19 years. 
limit. 

10,000 | Aggregate 20 | Wife, unmarried | Employee, non 
children under 23 contributory; 
years old dependent, con- 

tributory 

10, 000 do.. 20 | Wife, children un- | Contributory 
der 19 

10, 000 do 20 do do 
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{ 


| survey of major medical expense insurance plans of representative 


Inte- 


yf S500 or 


> benefits 


$100 or $150 based 


percent of an 
nval earnings, 
$100 to $750 

1 percent of an- 
nual earnines 
minimum $100 


_do 


Eli Lilly & Co., Indianapolis, Ind., : lo $100 or $200 based 
Metropolitan on earnings 


V-M Corp., Benton Harbor, , do... 1 yx reg nt of _an- 
Mich., Metropolitan nal salary, $100 
minimum 


8 $5,000—$20,000 basi 
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, 000 


ldren 
years old 
Wife, unmarried 
children under 19 
of male employees 
or widowed fe 
male 


Wife, unmarrie 
hildren 

employee 

widow from 

days till 19. 
do Do, 


Spouse, unmarried ontributory Maternity 

children under age extra dé 

9 amounts in 
nancy ¢ 
not 
with basic 

5, 000 f Spouse, children it Extension 

under 19 years pendent 
age to 25th birth- 
day w l 
tional premi 


do. 


5,000 |. ( 25 | Spouse, children 14 
days util 19 years. 


Spouse, unmarried 
children over 14 
days and under 91 
years 
Per disability or 12 } Wife, unmarried 
months : children over 14 
Aggregate... | days and under 19 
years 
Per disability or 12 }) Wife, unmarried 
months. j children over 14 
A geregate | days and under 19 
years of male em- 
ployee or widow 





HEALTH INQUIRY 


A survey of major medical expense insurance plans of representative 


Employer, location, insurer, 
effective date 


New York Trust Co., New York, | 


_s 


I » Metropolitan, 
1953, 


Aug. 1, 


McCormick & Co., 
Md., Metropolitan, 
1953. 


Baltimore, 
Mar. 13 


City of Miami, Fla., Miami, Fla., 
Metropolitan 


American Car & Foundry Co., 


New York, N. Y., Metropolitan. 


Russell & Stoll Co., Inc., New 


York, N. Y., Metropolitan 


Newbury 
Talladega, 
July 1, 1952. 

The Dearborn Co., Chicago, Dl., 
Metropolitan, Apr. 10, 1953 


Manufacturing 


Ala., Metropolitan, 


Grede Foundries, 
Wis., Metropclitan, Mar. 1953. 


Gisholt Machine Co., 
Wis., Metropolitan. 


Beloit Iron Works, Beloit, Wis., 
Metropolitan, Aug. 19, 1953. 

American Phenolic Corp., Chicago, 
[ll., Metropolitan 


Homelite Corp., Port 
N. Y., Metropolitan, 


Chester, 


General Geophysical Co., Houston, 
Tex., Metropolitan, May 22, 
1952. 


A. P. Green Fire Brick Co., Mex- 
ico, Mo., Metropolitan. 


A. B. Chance Co., Centralia, Mo., 


Metropolitan, October 1953 


Dry Dock Savings Bank, 
York, N. Y., Metropolitan. 


New 


Group Participation 
Inc., Detroit, Mich., United 
Benefit Life, Fcb. 15, 1953. 


Arthur Anderson & Co 
not given, Mutual 
Omaha. 


Benefit of 


Mutual Trust Life Insurance Co., 
Chicago, I., Connecticut Gen- 
eral 


4 Not indicated. 


Co., | 


Milwaukee, | 


Madison, | 


Salaried 


Trustees, | 


, location | 


Employees 


covered 


Officers 


Those in 2 top job 
classifications 


All employees 


Executive 


$10,000 per year 
and over. 
All employees 


do 


Salaried supervi- 
sory employees. 


...-d0 


Nonbargaining 
employees with 
weekly earnings 
of $120 or over. 

Not indicated. 


employ- 
ees earning $75 
per week and 
over. 


Exempt employ- | 


ees earning $80 
per week and 
over. 
Employees earn 
ing $400 per 
month or over. 


Salaried 
ees. 


employ- 


Executive admin 
istrative, and 
professional em- 
ployees in top 
job classes. 

Employees 
ing $4,000 
year or more. 


earn- 


All union 
bers. 


mem- 


All employees. 


em- | 
ployees earning | 


per | 


| Inte- | 
jgration| 
| with 

basic | 
| plan | 


Basic 
plan 


Insured.| Yes 


| 
| 


| 


| 





Blue 
Cross | 
Blue 
Shield. 

Insured .| 





Deductible 
amount 


1 percent of an- | 
nual salary, $100 
$300 | 


minimum, 
maximum. 


Larger of $300 or 
basic benefits. 


percent of 
nual salary, $100 
minimum. 


1 percent of an- 
nual earnings, 
$100 minimum. 


do 


do 


1 percent of annual 


salary, $100 min- | 


imum, 


pbaasatan 


antic 


cdiiiienin 
$200 


$300 or $500 based 
on earnings or 
basic 
larger. 


an- | 





plan if | 


A pplica- 
tion of 


ible 


| deduct- | 
i 


Per dis- 
ability 
or per 
12 
months. 
.do 


Per dis- 
ability 
or per 
12 | 


ao.... 


| Per dis- 


ability 
or per 
2 years. | 
, | 


| Per dis- | 


ability. 
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Maxi- Percent 
mum 


amount 


Application of 
maximum coinsur- 


ance 


$5, 000 Aggregate 


Per disability 
12 months 
Aggregate 


Per disability or 
12 months. 

Aggregate 

Pe, disability or 12 
months, 

Aggregate _ .... 

Per disability or 12 
months. 

Aggregate 

Per ¢ isability or 1 
months, 

Aggregate 


two 


Per disability o1 12 
months 
| Aggregate 
Aggregate 


SOO eee em 


2,500 | Per disability 
12 months. 


Aggregate 


5 000 


5,000 | Aggregate 


5,000 | Per disability -- 


do.. 


5,000 | Per disability 


2-year limit. 


emt lovee 


Definition of 
dependents if 
covered 


Wife, unmarried 
children between 
90 davs and May 
1 following 18th 
birt’ day 

unmarried 

children over 14 

days and under 21 

years 


Snonse 
epouse, 


Wife, unmarried 
children over 14 
days, under 19 
years 

do 


Wife, unmarried 
children of male 
employee or wid- 
ow 14 days up to 
19 years 

Wife, unmarried 
children 14 days 
up to 19 years. 


Not shown 


Wife, unmarried 


children 14 days 
up to 19 years 

Spovse, unmarried 
children 14 days 
up to 19 years. 


Wife, unmarried 
children 14 days 
up to 19 years. 

Wife, unmarried 
children of male 
employee or wid- 
ow 14 days to 19 
years 

do 


Wife, unmarried 


ehildren over 14 
days and under 19 
years 


Wife, unmarried 
children over 14 
days and under 19 
years of male em 
plover or widow 

Spouse, unmarried 
children over 14 
days and under 19 
years, 

Not covered 


Spouse, unmarried 
children over 14 
days and under 19 
years 

Wife, unmarried 
children 
14 days 
years. 


and 19 


between | 


2005 


Continued 


Employee contri- 


Remarks 
bution temarks 


Contributory 


Executive and 
management em- 
ployees of Schil- 
ling & Co., divi- 
sion of McCor 
mick. 

Contributory 


None 


Contributory. .. 


do 


None 


Contributory 


None Trusteed Plan of 
Riggers and Ma- 
chinery Erectors, 
Local No. 575 

Noncoverage on 
individual and 
spouse over 65 
years of age. 


Contributory 








2006 


HEALTH 


INQUIRY 


1 survey of major medical expense insurance plans of representative 


Inte- 


gration 


A pplica 












Em] e n he Employee Basic witt Deductible tion of 
1 ed plar lemads umount deduct 
— ible 
plan 
A T x All love I ir N Si Per dis 
Y Y ( ability 
Q { ‘ SK lo 
Y N Y Co 
( ra A 
I ‘ Air I ( y el t of I ce 
mm ¢ t 1a lar 
imur Sry 
i u yt) 
( ; ie J V orker All ber 1 Ye d i 
{ rT ( 
| ] ( A st j Ye S300 i 
I I ( Officers, i N $500 do 
( ‘ ‘ e office 
ryV I 
lesn 
Brown, ‘ s All employees ‘i Ye $300 _..do 
1 ( 
( eT 1T) t ¢ j i N Sry a 
] ( 
De fie ( { Adn tratix Not ir N $500 do 
I € ct Or employee dicate 
I I tland All employee Insure No $500 dc 
Vt ( 
I ar Paper M i 1 N $500 do 
H ford, ( ( cticut 
General, M 1, 198 
S Cr I ecticut All except exec d Yes 5 percent of ann do 
a er N } tive or SE i earnings, 
monthly pa mum, $200; m 
roll imum, $600 
Di All exect ‘ io No $500 de 











emi 
payroll. 
Max Udell S & Co., Inc., New All employees do 
York, N. ¥ ( ecti Gel 
Sears, Roebuck & Co., Chicago, do do 
ill., Connecticut General. 
Connecticut General Life Insur All except hourly do 
ance Co., Har rd, Conn., Con employees 
necticut General 
lrans-W orld Airlines, Kansas | All employees do 
City, Mo., Connecticut General 
Doerr Electric Corp., Cedarburg, do lo 
Wis., Connecticut General 
Drake, Startzman, Sheanan & |.....do - do 
Barclay, location not given, Con 
necticut General 
Follansbee Steel Corp., Pittsburgh, | Salaried employ- |...do 
Pa., Connecticut General, May ees. 


1952. 


$ $3,000 or $4,000 based on earnings 


Yes 


$500 

5 percent of an- 
nual earnings, 
minimum $200, 


maximum, $500 
percent of an- 
nual earnings, 
maximum, $600 


5 percent of an- 
nual salary, 
minimum $200, 


maximum $600. 


do 


5 percent of basic 
annual salary, 
minimum $200, 
maximum $600. 


esti 


do__. 


do 


...do 
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Maxi- 
| 


Percent 








ef 0 f 
mum Application of employec lanendants Employee co Remark 
maximum coinsur- “4 bution 
amount an covered 
ice 
$5,000 | Per disability or 25 | § u rri N P} ‘ 
2-year limit betweer Rel 
ys and 19 ( I 
5, 000 do 25 ( tribu 
5, 000 do 2 Not covered do 
5, 000 do 2 do N one Oo Vv 
5. 000 0 2 W unmarr l ( ribut 
: ‘ ir ' he 
14 lavs ir i 9 
y 
5, 000 do 25 ao 
5,000 | Per disability, no 2 I ri irried do Max 
lin ‘ het wee! $2 
14 day ) 65 to 510K 
year o j 
5, 000 do 25 | Wife, unmarried do 
children between 
14 days and 19 
years 
5, 000 do 25 | Not indicated Not indicated 
5,000 | Per disability, 2- 25 | Spouse, unmarried | None 
year limit children between 
14 days and 19 
| years 
5, 000 do 25 | Wife, unmarried | None 
children between 
14 days and 19 
years 
5 de 25 do Contributory otal isability 
5, 000 lo... 3 
spe f ill ( 
quire 
5, 000 do 25 do do 
5, 000 do... 25 do None 
| 5, 000 do... 25 | Not covered Contributory 
5, 000 : “ee 25 | Wife, unmarried do 
| children between 
| 14 days and 19 
years 
5, 000 do... 25 Not covered do Dependent Ver- 
age to be added 
Detail t avail 
able Potal di 
ability specif- 
ically required 
5, 000 |__...do s ‘ 25 do Total disability 
| specifically re- 
| quired 
5, 000 Mn scien’ 25 | Wife, unmarried | None 
children between 
14 days and 19 
years. 
(5) oe : 25 | Spouse, unmarried | Not indicated Total disability 





children between 
14 days and 19 
years 


specifically re- 
quired 




















Employer, location, insurer, 
effective date 





General Motors, Detroit, Mich., 


Connecticut 
1952. 


Imperial Commodities Corp., loca- | 


tion not 
General. 


given, 


Mechanics Finance 


DeLuxe Check 


General, 


Kansas City Bridge Co., 
City, Mo., Connecticut General 


Printers, 


Sept. 1, 


Connecticut 








Kansas 


Co., Jersey 


City, N.J., Connecticut General. | 


Inc., 


Chicago, Ill., Prudential, Jan. 1, 


1952. 


Eastern-Columbia, 
Calif., Prudential. 


Los 


Angeles 


General Hotel Supply Co., San 
Antonio, Tex., Prudential 


Hunt Foods, 
Calif., Prudential. 


Inc., 


Fullerton, | 


Nelson Equipment Co., location 
not given, Prudential. 


Northrop Aircraft, 


Inc., Haw- 


thorne, Calif., Prudential. 


Northwest 


Industrial 


Laundry 


Co., Prudential, Aug. 1, 1953. 


Pittsburgh Crushed Steel Co. and 


subsidiaries, Pittsburgh, Fa., 
Prudential, Aug. 16, 1953 
Allied Control Co., Inc., New 


York, N. Y., Prudential, Mar. 


8, 1953. 


American Cyanamid 


Co., New 


York, N. Y., Prudential 


American Potash & Chemical Co 
Los Angeles, Calif., 


Oct. 1, 1953. 


’ 


Prudential, 


American Shear Knife Co., West 


Homestead, 
Aug. 1, 1951. 


Pa., 


Prudential, 


Atlas Powder Co., Wilmington, 
Del., Prudential, Jan. 1, 1954. 
Baltimore Markets, Inc. (Best 
Markets, Inc.), Philadelphia, 
Pa., Prudential, Apr. 7, 1952. 
Carrier, Syracuse, N. Y., Pru- 

dential, Aug. 21, 1952 





Coleman 


Engineering, 






Los An- 


geles, Calif., Prudential, Nov. 1, 


1953. 


Globe Union, Inc., 


Milwaukee, 


Wis., Employers Mutual, Sept. 


16, 1951. 


Employees 
} covered 


| Salaried employ- 
ecs. 


All employees..-.. 


|....-do0 
cel 





Salaried employ- 
ees 
$4,000 or more. 

All employees 


Salaried employ- 
| ees earning 


$6,000 or more. 
All employees 
Salaried employ- 


ees earning 
$6,000 or more. 


Executives, super- 
| visors, sales- 
} men. 


| All employees 


Employees earn- | 


ing $6,500 and 


over 


| 
| 
| 
| 


All employees 


Exempt salaried 
|} employees. 
| All employees 


Salaried earning 
at least $4,000. 


| Employees earn- 
ing $5,000 or 
more. 

Employees earn- 
ing $6,000 
more. 


All employees 


do 
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Basic 
plan 


Blue 
Cross, 
Blue 
Shield. 


| Insured 


do 


Insured 
sarning 


do-. 


do 


do 


do. 


do 


do 


do 


do 


|_..do 


| Blue 
Cross. 


Insured 


do...- 
or | 


do 


do 






A survey of major medical expense insurance plans of representative 














Yes...) 


Yes... 


Yes. 


| Yes.. 


| Yes. 














Richfield Oil Corp., Los Angeles, 


Calif., Travelers, Aug. 1, 1952. 


7 Over $300. 


* Employee, $10,000; dependent, $5,000. 


# $4,500 for hospital care; $300 surgical schedule. 


All employees, 
except seagoing 
hands. 


.do 


.-| $100-$400.....-.- 





| Ente | Applica- 
jeration) Deductible | tion of 
a amount | deduct- 

| plan | | ible 
Yes_.| $100 to $300, based | Per dis- 
| on salary. ability 

| or per 

12 

month. 
No I scsteivinticnianiviinters Per dis- 
ability. 


| Per 
family 
benetit 
year. 

.| Per 

| benefit 
year. 
a 


Per 
family 
benefit 
year. 

..do.... 


| Per 
benefit 
year. 











$9,000 or less, $200; | ...do- 
more than 
$9,000, $400. | 
| BEGE..ncccvessinee ..do... 
| | 
| $500 plus Ist $250f | Per fam-| 
expense. ily ben-| 
efit year) 
CC Se ae Per 
benefit 
year. 
Peet cadenenaat > Do. 
ia | Do. 
$100...... onnnanih Do. 
| $15 on basic_.-- Per dis- | 
| abil- 
ity. 





| Do. 
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Percent 











Maxi- | Application of | employee | Definition of Employee contri- | ‘ 
mum | maximum coinsur- | dependents if bat | Remarks 
amount : covered en 
i ance 
| 
Gvnctami aa | a a pesindpememts - eapeidiiaiapineamamen - 
| 
ry) | Per disability, no 20 | Spouse, dependent | Contributory 
aggregate limit |} unmarried chil- 
| for employees | dren under 25 
| $10,000 for de- | | years. 
pendents | | 
$5,000 | Per disability 2- 25 | Wife, unmarried | None 
year limit. children between 
|} 14 days and 19 
| years. { 
5, 000 do | 25 -do None 
| 
5,000 .do 25 |.....d0 Contributory 
| 
5,000 | Aggregate | 20 | Wife, unmarried None 
children to 19. 
6, 000 do | 725 | do Contributory 
| 
5, 000 do | 25 do do 
5, 000 do | 20 do j do 
| | 
3, 000 do 20 do | do 
| 
10, 000 do | 25 do | do | 
| ' 
2,000 | do of do do 
| | | 
5, 000 | do } 25 | do is .--| None... ‘ } 
| | 
| j | | 
5,000 |__...do . 25 | Wife, unmarried ...d0 beeen 
| | } children to 19; if 
| denendent and in | | 
| | schooi, 21. | } 
10, 000 |.....do ‘ 20 | Wife. unmarried | 100 percent | 
} | ehildren to 19; if | | 
dependent, 25. | 
OOD Baie OO. a ccnces 25 | Wife, unmarried | Contributory | 
children to 19 | 
years 
6, 000 |..... a bad Ss en oidh PMRsi eee } 
| 
| 
| } | | 
5, 000 do 25 |---- we 100 percent 
| | 
| 5, 000 ..do-. We 20 |.....de... ....----| Contributory -_-.-| 
i 
| } 
10, 000 do | 20 | Wife, unmarried | 100 percent 
children to 19} | 
years. To 21 if at | 
school. | 
5,000 |.....do.... } 25 | Wife, unmarried do ; 
| } | children to 19 | 
} years. | 
(®) | Per disability__. None | Spouse, unmarried | Contributory_....| Hospital only; $11 
| | children, birth to | | limit on semi- 
19. private room 
and board 
5,000 | Aggregate 2-year 25 | Wife, unmarried |.....do 
limit. oo children over 14 


| days, under 19 | 
{| years. 
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Deductibl 
smount 





percent 























il., Tra er 1 ) nual income ability 
ninimum $200, 
Stew \ ( ( p Y Gr d 
I) I y 19 é $6),0) t 
t 
- io { ‘ \ y Al € y uy 
I'rav S } j 
irl 
Curtiss-W ( W i ] \ gery j | 
_ h 152 t t | 
1) Ma I All S30) Pe 
Def } 0 ( y e1/) I 
( | henefit 
year 
Pr I : ) Ye 100-500 de a lo 
\ Newark, N. J.; | ent on earnin 








Vegetabl Ex Farm and super lo res $100 ao 


o., In San Francisc< All employees ic Yes $100 Per cal- 





Corp., San Fran- | Not indicated ‘ Yes__| $100 


cisco, Calif, Aetna, Ja , 19 benefit 
Nort! American Reassurance, | All employees Blue Yes $100 do 


52 Bluc 
Shield i 
Sprague Engineering & Sales, do Insured_| Yes_.| $100 Per cal | 
Gardena, Calif., Aetna, Sept enda } 
19 year 
8S. C. Johnson & Son Ir Racine, do do Yes $300 do 
Wis., Aetna, Au , 19 
Rochester Button Co., Rochester, | All employees i Yes $100 do 
N. Y., Aetna, Oct. 1, 1953 
The Bakersfield Californian, do i Yes $100 Per | 
Bakersfield, Calif., Aetna, July benefit 


1, 1953 year 
Linker Machines, Inc., Newark, |.....do--- Blue 760... HOGER: csevenss Per 





N. J., Aetna, June 11, 1953 Cross calen- 
Blue dar 
Shield. year, 
Wiancko Engineering Co., location do__. . Insured.| Yes..| $100 Per 
not given, Aetna, May 15, 1952 benefit 
year 
Varian Associates, San Francisco, |-- a ‘ ..do Ves...) MR dic nitacasd ph 
Calif., Aetna, June 1, 1952 
Schlumberger Corp., Houston, do. -_. * do_. Yes..| $100._. GQie<s 


lex., Aetna, July 1, 1952 


Liberty Tool & Die Corp., |.....do_-.. do Yes..| $100_._.....-. oe do.. 
Rochester, N. Y., Aetna, June 
1A, 1952. 


* Employee, $10,000, dependent, $5,000. 





employers and insurers in the United States and Canada 


Maxi 
mum 
amount 


$5, 000 


10, 000 


5, 000 


5, 000 


10, 00K 


OO 


5. 000 


5, 000 


3, 000 


10, 000 


5, 000 


5, 000 


2, 500 


10, 000 


5, 000 


2, 500 


i] 


, 500 


2, 000 


5, 000 


5, 000 


2, 000 





A pplication of 
maximum 


Aggregate 2-year 


I 


do. 


do 


do 


do 


do 


do 


do 


HEALTH 


Percent 
employes 
coinsul 

ance 


”) 


Definition of 


depe 





Wife, inmarr 


Wife inmarried 
children to 2 
Wife inmarried 
children to 19 
lo 
} 
do 
do 
pouse, unmarried 


Wife unmarried 
children betweer 
90 days and 18 
years 

Spouse, unmarried 
children between 
14 days and 19 
years 


Wife, unmarried 
children under 19 

Wife, unmarried 
children between 
14 days and 19 
years 

Not indicated 


Wife, unmarried 
children 14 days t 
19 years 


Spouse, unmarried 
children from 14 
days to 19 year 


do 


Wife, unmarried 
children from 14 
days to 19 year 

do 


INQUIRY 


2011 


Continued 








Employee contri 
eles Re rk 
Co butory 
0 
‘ 
( tribut 
1 Family d tible 
f cident 
1 emipr at rat 
ly 
do Does not cover 
expenses pa 
other insurar 
or benefit 
do lx 
do 
None Doe t cover ex 
penses by 
other Insurance 
or benefits 
Not indicated 


Contributory for 
lependents 
only 


Contributory 


Contributory for 
dependents 
ony 


Do 


Contributory 


Not indicated Do 
Contributory Do 
do bD« 
do Do 



























Employees | 
covered 


Employer. location, insurer, 
effective date | 





Langham, Langston & Burneit, | 
Houston, Tex., Aetna, Nov. 1, | 


1952. | 
Alexander & Alexander, Inc., New | Employees earn- | 
York, N ’., Aetna, Mar. 1, ing $6,000 or 


1953. more. 
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Basic 
plan 


Inte- 
jgration 
| with 
| basic 
| plan 


All employees.....| Insured.| Yes-- 
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Deductible 
amount 


Applica- 


tion of 
deduct- 
ible 


Per bene- 


fit year, 


EM can 





















Owens-Illinois Glass Co., Toledo, | 
Ohio, Aetna, June 1, 1953. 


Salaried employ- 
ees. 









U. 8. Fidelity & Guaranty Co., 
Baltimore, Md., Aetna, Sept. 1, 
1953. 


All employees... 


Owens-Corning Fiberglas, Toledo, 
Ohio, Aetna, Sept. 1, 1953. | 


Salaried employ- 
ees. 


Winkelman's, location not given, | Employees earn- 
Aetna, July 1, 1952. ing $4,600 or 
more. 











Overseas Shipping Co., A. F. | All employees 
Klaveness & Co., Inc., Aetna, 
Jan. 1. 1982 
Iron Workers Local No. 25, | .do 
Detroit, Mich., Aetna, Nov. 1, | 
1953 
Surerior-Sterling Co., Bluefield, | do. 


W. Va., Aetna, Oct. 3, 1953. 





Hoey, Ellison & Frost, Inc., New 


York, Y., Aetna, Oct. 21, | 
1953. | 

Salt Dome Production Co., ceRbaias 
Houston, Tex., Aetna, Oct. 15, 
1953 ] 

Taylor Exploration Co., Inc., | do__.. r 
Houston. Tex., Aetna | 

The Chattanooga Medicine Co., .-do. 


Chattanooga, Tenn., Provident | 
Life & Accident, Aug. 1, 1952 
American Enka Corp., Lowland, 
Tenn., Provident Life & Acci- | 
dent, Jan. 16, 1952. | 


Monthly payroll 
employees 


Cronse-Hinds Co., Syracuse, N.Y., | All employees.. 
Massachusetts Mutual. 

Massachusetts Mutual Life Insur- | General agents 
ance Co., Springfield, Mass., and full-time 
Massachusetts Mutual agents under 65. 

North Side Savings Bank, New | All employees 
York, N. Y., Equitable 

Paper Machinery & Research, | ae 
Roselle, N. J., Equitable, July 1, 

1953. 

The Adams Express Co., New |._...do........... 
York, N. Y., Equitable, June 1, 

1953. | 

Cahill, Gordon, Zachry & Reindel, do. a 
New York, N. Y., Equitable, 

Aug. 1, 1953. 

Falstaff Brewing Corp., St. Louis, | Salaried employ- 
Mo., Equitable | ees. 

Appleton & Cox, Inc., New York, | Salaried employ- 
N. Y., Equitable, Nov. 15, 1952. ees earning 

$6,000 or more a 
year. 

Borg-Warner Corp., Chicago, IIL, | Salaried employ- 
Equitable, Oct. 1, 1951 ees 





* On Ist $2,000 only. 
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| benefits of $300. 
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$75 or more. 
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Maxi- Percent | 
=a | Application of | employee) 
amount } maximum coinsur- | 
ao ance 
$2,000 | Aggregate......- 25 
5, 000 | do... 25 
OOD Bin nO i viimneees 25 
4, 000 do... 7 25 
5, 000 
| | 
5, 000 do... 25 
4, 000 iicerd “ 25 
2, 000 a ens us 25 
5, 000 do . 25 
5, 000 ..do. —_ 25 
2, 000 do icin 25 
2, 500 do 25 
i 
5,000 do 25 
5,000 | Aggregate 2-year 25 
limit 
5,000 | Per disability 2- 25 
year limit 
2,000 | Per 12 months ag- * 25 
5, 000 gregate 
2, 000 do 925 
5, 000 
5,000 | Per disability 25 
5, 000 do 25 
2, 500 do 25 
5, 000 do 25 
5, 000 do 25 
5, 000 do 25 
5, 000 do 25 


Definition of 
dependents if 
covered 


Wife, unma-:ried 
children under 19 
years. 


Wife, unmarried | 


children between 
14 days and 22 
years 

Wife, unmarried 
children between 
14 days and 21 
years. 

Spouse, 
children under 19 


Wife, unmarried 
children between 
14 days and 21 
years 

Wife, unmarried 
children from 14 
days to 19 years 

do 


Employees only.. 


Wife, unmarried 
children between 


14 days and 19 | 


years 
do.... 


do 


do 


All dependent rela- 
tives living in the 
household 

Spouse, unmarried 
children under 19 
years 

Spouse, unmarried 
children 15 days 
to 21 years 

Wile, unmarried 
children 15 days 
to 19 years 

Spouse, unma 
children 14 
to 19 years 

do 


rried 
days 


do 


Wife, unmar 
children 14 
to 22 years. 


Not covered 


ried 
days 


Spovse, unmarried 
children 14 days 
to 19 years. 


do 


sera phetn ce 


unmarried | 


Employee contri- 
bution 


Contributory 


alan 


Contributory 


None sl 


Not indicated 


Contributory 


None 


Contributory 


None 


Contributory 


do 


do 


do 


Remarks 


Does not cover ex- 
penses paid by 
other insurance 
or benefits 

Do. 


Do 


Major medical is 
the entire plan 
Deductible ap- 
plies only to 
charges not made 
by hospital. 


Does not cover ex- 
penses paid by 
other insurance 
or benefits 


Does not cover ex- 
peneee paid by 
slue Cross-Blue 
Shield. 


Hospital confine 

ment required 
Do 

Hospital confine- 


ment required 
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—_ Applica- 

Employer, location, in nm Basic with Deductible tion of 
effective date ere plan hesic amount deduct- 
plan ible 


American Machine & Foundry, | Salaried employ- | Insured "es arger of basic 
New York, N. Y., Equitable, ees earning benefits or $300 
Mar. 1, 1952 $7,500 or mor 


Per dis- 
ability 
or 2 

vear year 

Mass. Bonding & Ins. Co., Boston, | All regular full d "e arger of basic .do 
Mass., Equitable, Oct. 1, 1953 time salaried benefits or $500. 

employees 


Whittier College, Whittier, Calif., | All full-time em ) ‘ arger of basic 
Equitable, June 10, 1953 Ployees benefits or $300 
James H. Matthews & Co., Pitts All permanent lo do 
burgh, Pa., Equitable, June 1, employees 
1952 


Commercial Credit Co., B All full-time 


n ( arger of basic Per dis- 
Md., Equitable, July 1, ) Ployees., benefits or $500 ability 


Lehigh Portland Cement, Allen- loy S do.... do 
town, Pa., Equitable, Nov. 1, ~g is 
1953. 


C. I. T. Instalment Division, New | All employees 7 __| Yes._| $100 eas 
York, N. Y., Equitable, Oct. 1, 
1953 
Liberty Products Corp., Farming- | Supervisory en Larger of basic | Per dis 
dale, N. Y., Equitable, June 19, ployees. benefits or $300. ability 
1952. or 2 
. . . years, 
Robert Gair Co., New York, N. | Salaried employ- Tes_.| $100 do 
Y., Equitable, Mar. 1, 1953. ees earning 
$5,000 per year 
Aetna Insurance Group, Hartford, | Employees earn Larger of basic do.. 
Conn., Equitable ing $2,400 per plan or $500. 
year or more. 


Indiana Farmers Mutual Insur- | All full-time em- $100 
ance Co., Indianapolis, Ind., ployees. 
Equitable. 
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Maxi- 
mum 


maximun 
amount —— 


Per disability 


$5, 000 


5, 000 do 
$2, 500 do 
5. O00 do 
2, 500 do 
5, 000 do 
10, 000 do 
5, 000 do 
5, 000 do 
5, 000 do 
5, 000 do 


(Whereupon, 
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nt r 
yet De f ! lovee c 
i coi dey t 
0 
ance 
2 Spouse, unmarried | Contributory 
aren + 1y 
{ s years 
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betwee 
4 ay and =619 
> ac 


( D Vet 

i4 ay and 19 

25 | Spouse, unma i | Cont y 
14 days and ) only 
years 

2 W ife unmarried Co ibuto 
childre betwee 
l4 days and 19 

2 } i 

2 ao 

25 Spouse, unmarried None 
children betweer 
14 days and 19 
year 

25 do lo 

25 Wife, unmarried do 
children 14 days 
to 19 years or 23 
if students 

25 | Not covered do 


at 12 noon, the hearing was adjourned.) 
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TUESDAY, JANUARY 26, 1954 


Hovsr or RerreseNTATIVES, 
CoMMITTEE ON INTERSTATE AND ForeIGN CoMMERCE, 
Washington, D.C. 

The committee met at 10 a. m. in room 1324, New House Office 
Building, pursuant to adjournment, Hon. Charles A. Wolverton 
(chairman) presiding. 

The Cuamman. The committee will come to order. 

I would like to make a brief statement at the opening of our hearings 
today for the purpose of announcing that hearings will start next 
Wednesday, February 3, on H. R. 7341, the first of a series of bills 
which I have introduced to carry out the program on the Nation’s 
health outlined in the President’s message of January 18. Mrs. Oveta 
Culp Hobby, Secretary of the Department of Health, Education, and 
Welfare, will be the first witness. 

This bill H. R. 7341 is an amendment to the hospital survey and 
construction provisions of the Public Health Services Act to provide 
matching grants by the Federal Government to State programs for 
the construction of facilities to take care of the chronically ill, either 
through special hospitals, supervised nursing and convalescent homes, 
or rehabilitation facilities for the disabled. It also provides for aid 
to the construction of nonprofit diagnostic or treatment centers for 
ambulatory patients, so that greater help is given in getting at these 
diseases at their start. 

In setting down these hearings on specific legislation looking toward 
the alleviation of some of the great burden of long-term illness, the 
broad health inquiry which was initiated by the committee last Oc- 
tober 1, has produced much valuable testimony that will be helpful 
in formulating a legislative program to make effective the President’s 
recommendations. A heavy legislative calendar already faces this 
short session of the Congress. It is therefore mandatory that our 
committee proceed as quickly as possible to consideration of legisla- 
tion along the lines of the President’s message for the Nation’s health, 
so that appropriate legislation may be presented to the House at the 
earliest moment. 

Our health inquiry has been most stimulating and most informing 
as it has developed testimony first in the field of the causes, control, 
and treatment of long-term illness, and second in ways and means 
which are available to our people for protecting themselves against 
the heavy cost of such illness. We have directed our consideration 
especially to these catastrophic diseases, their economic cost to the 
Nation, and an individual’s ability to meet medical bills. 'The commit- 
tee, of course, does not presume to pass upon the medical or scientific 
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merit of any particular therapy. This has not been the objective of 
the committee. The subject of what is or is not proper treatment from 
a therapeutic standpoint is a matter for those trained in medicine to 
determine. Thus, the consideration of our committee has been directed 
to determine appropriate ways and means of assisting our citizens 
in meeting the burdensome cost. of medical and hospital treatment. 

Many individuals and associations have indicated their interest in 
these hearings by submitting statements for the record. Still others 
have requested to be heard. The latter, who may have constructive 
suggestions to offer, are invited to submit a written statement at an 
early date in order that the committee may have the benefit of their 
thoughts. Insofar as time and space limitations permit, these state- 
ments will be reviewed as to their bearing upon the subject of the 
study, for inclusion in the record. 


STATEMENT OF GERHARD HIRSCHFELD, DIRECTOR, RESEARCH 
COUNCIL FOR ECONOMIC SECURITY, CHICAGO, ILL. 


The Cuarrman. Our first witness today is Mr. Gerhard Hirschfeld. 
Through him we are privileged to hear the work of the Research Coun- 
cil for Economic Security, Chicago, Ill., an organization formed in 
1945 to study the various aspects of social and economic security and 
to stimulate interest and generate active participation in this broad 
area. The organization was founded in response to a need felt by 
business and community leaders for more factual information on mat- 
ters relating to the problem of economic and social security. 

In 1951 the council initiated a nationwide study of prolonged non- 
occupational illness among employed persons. Today, we are to hear 
about some of the findings of this study from Mr. Gerhard Hirschfeld, 
the director of the council, and from Mr. Leon Werch, director of 
research. 

We are very glad to have you gentlemen with us today. I agree 
with Mr. Hirschfeld in believing that prolonged illnesses are not only 
a serious problem for the individual concerned, but they become a 
most serious problem for the employer, for the community, and for 
the Nation. I understand that your studies indicate that some of the 
long-term illnesses could be avoided altogether or reduced in severity 
if preventive measures were used or prompt treatment given. 

I hope that you will discuss this point. Also, in presenting your 
testimony I hope you will feel free to draw upon the findings of the 
many other studies that your organization has made. 

You may proceed, Mr. Hirschfeld. 

Mr. Hirscurevp. Thank you, Mr. Chairman. Mr. Chairman and 
gentlemen of the committee. My name is Gerhard Hirschfeld. I am 
director of the Research Council for Economic Security, Chicago, Tl. 
It is a real pleasure to have this opportunity to assist this committee 
in its inquiry into the economic aspects of illness, 

I believe that we in the council can make our greatest contribution 
to your work by giving you some of the highlights of our nationwide 
survey of prolonged absences due to nonoccupational disability among 
employed persons. We define “prolonged absence’”—and I shall ex- 
plain why later—asan absence of more than 4 consecutive weeks. For 
the special use of this committee, we have assembled information, 
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derived from this survey, relating to a group of some 3,000 prolonged 
absences, by which I mean in excess of 4 consecutive weeks, due to 
nonoceupational disability. Mr. Leon Werch, our research director, 
will present the details on this information. Before he does that, 
I should like to tell you what the research council is and what we hope 
to achieve through our survey. At the same time, I should like to 
impart to you a bit of the perspective in which we view our work on 
prolonge «Ll illness. 

The research council was established in May 1945 as a nonprofit edu- 
cational and research organization. It was founded in response toa 
need felt by business and community leaders for more factual informa 
tion on matters relating to the problem of economic and social security. 
Our objective is to conduct impartial research in unexplored areas 
which have implications for the economic security of the indiy “ il, 
and to look into those areas in which information is available but is in- 
sufficient. There are now some 500 companies, industrial foundations, 
and other organizations supporting our work on the basis of voluntary 
subscription or grant that the council’s position as an impartial r 
search organization is attested to by the cooperation we receive irons 
both management and labor, from nonprofit health plans and com- 
mercial insurance companies, and from many other segments of our 
economic life. 

Perhaps I should explain briefly, Mr. Chairman, what we mean by 
economic security. By economic security, we mean the ability on the 
part of the individual to deal, from his own resources, with such prob- 
lems as unemployment, disability, premature death of the breadwinner, 
and old age. Economic insecurity of the individual on a broad scale 
becomes a problem of social security for the community. It is because 
of the realization that economic insecurity creates the social security 
problem that we have named our organization the Research Council 
for Economic Security. 

Working under these definitions of social and economic security, we 
have produced nearly 100 publications in 1945. As an impartial 1 
search organization, we do not recommend policy in these publications, 
preferring to leave conclusions to others. Rather, we compile and 
make available data that might contribute to sound decisions, by which 
I mean diseases based upon comprehensive factual information affect- 
ing vital aspects of our national life. We have especially tried to seek 
the common threat that runs through the various hazards—such as 
unemployment, disability, and old age—that confront the citizens of 
our country. We believe this common threat to be the insecurity of the 
individual. 

This belief that the various hazards I have mentioned have a com- 
mon denominator has shaped the character of our research program. 
Although, as you will see, we have not shied away from looking at spe- 
cifics, we have attempted to examine the various facets of social secu- 
rity as part of a broad problem confronting individuals in our society. 
This concern with the broad problem of insec urity that confronts 
every American, potentially or actually, impels us, as researchers, to 
look at each problem in its totality and not at narrow segments that 
might suggest some special interest. We examine each problem dis- 
passionately, and we make our findings available to everyone who is 
interested. 
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We are especially conscious not only of the common denominator of 
the various economic hazards, but of the tremendous magnitude of 
their numerator. ‘This means that these problems have a special mean- 
ing today they have not had before, and a special urgency. I cannot 
put this better than did Prof. Herrell DeGraff before the American 
Assembly last fall: 

An American Assembly a half century ago, or more certainly a century ago, 
would not have concerned itself with our present topic—economic security. 
This is not to say the problem is new. Such immediate essentials of life as 
food, clothing, and shelter have been the major concern of most individuals and 
families down the sweep of history. What is new is the origin and the character 
of today’s economic security problem, and the fact that it concerns millions 
of families even in the presence of abundant production of the essentials and 
comforts of life. In today’s setting the problem is an outgrowth of the in 
dustrialization and commercialization of our economic society, It has come 
from changes of a profoundly fundamental nature in the way we live and work. 

This broad research approach has characterized our work in the 
field of health no less than our work in other fields. We have felt 
it necessary to avoid confining our examinations of the health problem 
to questions of the incidence of illness, as such, important as these 
are. We have considered it more important to take a close look at 
the factors bearing upon illness and absenteeism and at the conse- 
quences of the illnesses for different individuals. 

I would like to digress at this point, gentlemen, because it is these 
factors bearing upon illness that determine the significance, the 
gravity, the urgency of the problem. Our study is not particularly 
an immobile study. We do not want to determine primary illness as 
such. We want to determine the factors that bear upon illness; that 
bear upon extended illness, on into prolonged illness; the factors that 
bear upon prolonged illness—cz atastrophic in its economic sense. 

Let me amplify that a bit. In the course of our research program, 
we have made some 25 studies on various aspects of the health prob- 
lem, but were never satisfied that we hit the heart of the problem, 
namely, the individual’s ability or inability to do anything about it. 
There are thousands of families who, tragic as the incidence of pro- 
Jonged illness may be, are well able to take care of the financial cost 
out of their own resources. But if you have a person who is com- 
pelled by any sickness to be away from his job, who loses his income 
week after week and month after month, who faces a substantial 
medical, hospital, and surgical bill, whose family members may have 
to go to work to meet some of those obligations, and if you multiply 
this person by the hundreds and aesenend; then you have a problem 
difficult to deal with. 

This, however, is only one of the economic and social consequences 
of prolonged illness. You must add to it the disrupted schedules, 
the lost production, and the burden on the benefit and medical pro- 
grams of the employer. But the problems do not stop there. Is there 
a single community in the United States that is not confronted with 
the problem of prolonged illness and is not straining its resources to 
meet it constructively and effectively? I do not think so. 

Thus, when we in the research council reevaluated our work in the 
field of health about 3 years ago, we were struck anew by the realiza- 
tion that our research in prolonged illness had to be on the very 
broadest basis, nationwide, inclusive of all prolonged illnesses, and 
covering the impact on family, company, and community. 
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Although we and others had produced a variety of studies on the 
many different aspects of health, there were precious few—es- 
pecially recent ones—which had attempted to determine the economic 
and social aspects of illness upon a national scale. I believe it is 
significant that as recently as 1951 Dr. Dean Clark, in his report on 
health insurance plans, was able to list only eight substantial studies, 
published and unpublished, on the degree to which insurance meets 
the costs of the specific items insured. Although all were careful, 
searching inquiries, 1 had a universe of only 200 persons, 2 were 
ingenious adaptations of national averages, and none was based on a 
nationwide sampling of the population, insured and uninsured. Be- 
cause of the paucity of statistics, it was necessary for the Prudential 
Insurance Co., as Mr. Edmund Whittaker told this committee last 
fall, to make its own study of the costs of illness. 

Here is another mdex of the volume of research in this field: Of 
the 45 pages of bibliography included in the Magnuson report, hardly 
more than one relate to the financing of health services. Because of 
the scarcity of information in this field, all of us welcomed the pub- 
lication this weekend of the preliminary report of the health informa- 
tion foundation, about which you will no doubt hear more tomorrow. 

And it was because of this scarcity of information that we set our- 
selves the ambitious task—in 1951—of making a nationwide survey 
of prolonged illness among employed persons in the United States. 
When completed, this survey will have sampled 400,000 employees, 
1 percent of the Nation’s private nonagricultural employment, of about 
40 million. They will be representative of every type of industry in 
every major geographical area. 

Recognizing the limitations, we chose to confine the survey, at the 
outset, to employed persons. We chose to approach the problem where 
much of the needed information is most readily available and where 
the results of the study can be applied most immediately. We hon 
estly believe that the virtues in this approach outweigh the limitations 
of coverage. 

I shall be more specific. In arranging for the installation of the 
study, the setting up of procedures, and the training of personnel, the 
research council carries on negotiations separately with hundreds of 
participating companies. Data are assembled in a series of four 
schedules. ‘Two of the schedules are designed as worksheets to sim- 
plify the recording of the information and as management tools. The 
third is a questionnaire addressed to the employee upon his return 
from a prolonged illness, and the fourth is concerned with the estab- 
lishment’s medical-care program and employee-benefit plans. Each 
company commits itself to report illness experience for a minimum 
period of 12 months, the data being recorded when the employee re- 
turns to work. Planned with the help of industrial relations and 
medical people, the schedules were designed to be completed, in most 
cases, from available records. 

Thus, we conceive of our study much as a nationwide laboratory. 
We believe we are providing management and labor with working 
tools for evaluating absenteeism and absenteeism records, for taking 
a close, constant look at medical facilities and benefit plans and their 
relation to absences. We hope that management will be provided with 
additional inspiration and information on ways to prevent or reduce 
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absences due to nonoccupational illness—particularly the prolonged 
ones—and on ways to reduce their cost to all concerned. 

At this point, I might explain why we are concentrating on absences 
of more than 4 weeks. Frankly, this is partly based upon a desire 
to limit in some way the burden of our work—we are a small organiza- 
tion—and the work upon our participating companies. But our 
special interest in absences of more than four consecutive weeks is also 
based upon our belief that the costs of shorter illness are more likely 
to be covered in some way, while the extended illness is likely to 
create the most pressing economic burdens. 

We find that up to 4 weeks, Mr. Chairman, people generally have 
some resource to fall back on. Every Blue Cross plan covers at least 
up to 30 days. Quite a few workers obtain some income from sick 
relief or their salary contains plans. Many people have savings. 
Other members of the family keep working and maybe provide 
something. 

It is as we move into the area beyond the 4 weeks that we find more 
in the nature of a semi- or nearly-catastrophic impact upon the limited 
resources of the persons involved. 

We do not mean to imply that illnesses of under 4 weeks’ duration 
do not create for many persons financial burdens which threaten their 
economic security. In fact, we hope to be able to examine at a later 
date a cross section of the absences of less than 4 weeks’ duration in 
the same detail as those for more than 4 weeks. Our selection of 4 
weeks as opposed to 6 weeks or 26 weeks was somewhat arbitrary. 
The selection of 4 weeks does not carry any implication that illnesses 
of such duration are necessarily catastrophic. In fact, throughout our 
work, we are scrupulously avoiding any subjective determinations of 
the significance of different illness situations. We are merely at- 
tempting to assemble the facts. 

The facts include identification of the illnesses responsibte for pro- 
longed absences, their average durations, and the relationship of age, 
sex, occupational group, income group, and other factors. We get in- 
formation on hospital charges, the surgical-medical fees, the amounts 
paid under group plans for each illness, and the extent to which lost 
wages are recovered through sickness compensation or paid sick leave. 

We attempt to establish whether there is a gap, how large the gap 
is between the amounts paid by group and individual medical care 
insurance toward the financial cost of the illness and the total cost to 
the employee. We attempt to identify the kind of treatment obtained 
and the medical facility used. Finally, we try to find out in a general 
sort of way the economic impact on the individual, by asking whether 
planned purchases of majority budgetary items were given up, per- 
sonal property was sold, whether debts were accrued, and whether 
financial assistance was required. 

From this brief outline of our methodology, I hope you will agree 
with me that our procedures are capable of stimulating thought and 
action on prevention, on facilities, on benefit programs. We hope we 
are providing information and guide lines for dealing with the prob- 
lem of prolonged illness constructively and currently. 

So far, we have issued one progress report on our survey and are 
in the process of completing a second. We feel an especial responsi- 
bility to make the facts from our survey available as quickly as possi- 
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ble so that these facts can be brought to bear in whatever area action is 
being considered. 

In making these facts available, we are trying to avoid the risk of 
misplacing emphasis on this or that aspect of this tremendous prob 
lem. Thus, as Mr. Werch discusses our data in detail, you may feel 
we are taking a shotgun approach. This is deliberate. We are trying 
to look at the picture in its entirety. 

On the basis of our tabulated data thus far, we have found the rate of 
prolonged absence to be 37 per vear pel 1.000 employees. The rate for 
women Was considerably higher than for men, 51 per 1,000 compared 
with 32 per 1,000. The prolonged absences account for about one 
fourth of all absences of one week or more due to nonoccupat ional 
ness. These 37 absences per 1,000 employees resulted in the loss of 
about 7 man-years of production time for every 1,000 employees. 
They accounted for about 60 percent of all the time lost from absences 
of 1 week or more. 

I would like to point out the erea ae that attaches to this 
factor, that while prolonged absences, as we define them, re present 
only 25 percent, about, of all of the ; alba ences of women or more, the time 
lost as a result of prolonged absences results in 60 percent of all of the 
time lost as a result of absences of women or more, 

It shows the tremendous role that prolonged illness plays in absences. 

In the process of setting up charts and analyzing the data for our 
two progress reports, we found a number of things that aroused our 
curiosity. 

For example, we are finding the degenerative diseases, the killers, 
and the cripplers are not alone responsible for prolonged illness. We 
have found that this is far from the case, at least in terms of our 
definition of prolonged illness. The diseases of the digestive S\ stem 
have accounted for more absences than any other of the major illness 
groups. Diseases of the circulatory system did rank second in impor 
tance among the men and fourth among the women. Neoplasms, 
however, were eighth in importance among the men and seventh among 
the women. 

We found that we cannot treat prolonged illness as mainly a matter 
of old age. The median age of the men in the group of absentees that 
Mr. Werch will discuss was 48 years, and of the women, 41 years. 

Although we generally leave conclusions to others, the facts I have 
just given on the array of the different illness groups and the age of 
our illness absentees suggest to us the importance of prompt treatment 
and the importance of prevention. So many of the prolonged illnesses 
are those for which early diagnosis is possible and for which prompt 
treatment in the early stages can effectively reduce the duration of 
the disability. This emphasizes to us also the importance of investi 
gating the extent to which diagnostic and treatment facilities are 
available and are being used. As we learn more about the nature and 
extent of prolonged illness, I think we shall so learn more about how to 
keep short-term illness from developing into long-term illness. 

Our study has also begun to shed light on what may be a possible mis- 
placed emphasis. This is in the area relating to the relative signifi- 
cance of the costs of medical care as distinguished from the income loss 
faced by workers who are sick. I can understand how it. is easy in 
thinking of the costs of extended illness to think mainly of the cost of 
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extended hospital care, expensive surgical procedures, and expensive 
therapy. We have been careful in our study not to neglect the income 
loss that results from and during prolonged illness. We have also be- 
come aware of the fact that there are many illnesses that require no 
hospitalization at all, but extensive home treatment in which the major 
cost to the work is the loss of wages. The average worker in the group 
we are discussing today was compensated by the group plan in his place 
of work for only 42 percent of his wage loss. The group plan benefits 
paid 54 percent of the average worker’s gross medical care costs. 

We found as a result of our studies that 57 percent of the cases had 
net costs of less than $ and I might add about 87 percent of the 
cases had net costs of less than $300. 

We are hardly prepared at this stage of our study to state with 
finality the relation between the costs of prolonged illness and in- 
dividual resources to meet them. But we are getting some clues. 
Almost half of the absentees, we found, had to draw upon some special 
savings that had been earmarked for use in purchasing a durable item 
such as a house, a car, a washing machine. Sixteen percent had to 
borrow money. More than 2 percent applied for private or public 
assistance. 

May I add at this point, Mr. Chairman, that at the time we are 
obtaining reports covering about 250,000 employed persons, have 
obtained that many out of a sample of 400,000. We will not be able 
to give specific findings until we have attained our sample of 400,000 
and have obtained reports for a full 12 months’ period covering this 
full sample. However, in the meantime, we shall be able to issue 
general reports which will come closer and closer, we hope, to the 
ultimate findings. 

The more we analyze our data, the more we are conscious of the 
tremendous amount of additional research that is needed before we 
can come close to a final solution of the health problems of our people. 
Other organizations are trying no less than we to bridge the existing 
gaps as fast as possible. We are pleased to be part of a broad-sc: ale 
cooperative effort to get the facts and in some ways in the forefront 
of that effort. This has involved for us extensive contact with labor 
and management, with the nonprofit health plans and the commercial 
insurance carriers, with the health centers, and the universities. On 
the basis of these contacts, I should like to sketch for you very briefly 
some of the areas into which we hope to extend our study of pro- 
longed illness. So far, this study is confined to employed persons. 
To get the full picture, we recognize it must be extended to cover the 
experience of dependent persons. Here we would have to choose be- 
tween a costly survey involving home visits to a sample in the popula- 
tion at large and a less costly but less satisfactory analysis of some 
insured experiences. 

We wish also to look more closely at the problems of aging and aged 
persons. This, too, would be a complicated study in which we w ould 
try to find out more about the availability of insured medical care 
among the retired and other aged, the extent of various plans, and the 
extent and forms of utilization. 

To cover the entire population and get the total picture of pro- 
longed illness we must also eventually extend our survey to cover the 
self-employed, and the rural population. 
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We wish to look more intensively at the workers in our present 
sample. We wish to follow up workers who do not return to the job. 
We want to extend our analysis as I have mentioned to illnesses of 
4 weeks or less. On the basis of our present survey, .we wish to 
bring up to date an analysis we made several years ago of employee 
benefit plans. In particular, we wish to study the effect, if any, of 
different insurance plans on the illness and absence experience of the 
workers covered. 

Mr. Chairman, this about ends my part of the presei tation. 

I wonder whether you would like, and the members of your com- 
mittee would like to ask questions at this time or whether we might 
go on and have the presentation of our research director, Mr. Werch. 

The Cuarmman. I think it would be preferable for the committee 
to ask such questions and make such comments as they wish, and ask 
you such questions as they wish, and then have the other witness 
submit his statement and be subject to questions. 

Mr. Hirscurep. I shall be pleased to try to answer as best I can. 

Mr. Sprincer. Mr. Chairman. 

The Cuarrman. Mr. Springer. 

Mr. Sprincer. Mr. Hirschfeld, I am not acquainted with your 
group, although I come from Illinois. What ts the background of the 
Research Council for Economic Security ‘ 

Mr. Hirscureitp. The Research Council for Economic Security was 
established in May 1945 as a result of the interest of business leaders 
and community leaders, first in Chicago, then in other midwestern 
cities; later on in other cities—Pittsburgh, Detroit, New York, and so 
forth, who were interested in seeing more factual and :nipartial re- 
search done in this entire area of social security. 

The support was obtained through voluntary subscriptions and 
grants and was interested in every case that the impartiality of the 
findings of the council should be maintained at all costs. That was 
held down to the support of the council, because of too many organiza- 
tions that would be willing to support an organization that is devoted 
to the broad interest to the national area rather than of any one 
segment. 

Mr. Sprineer. Most of them, you say, come from industry ? 

Mr. Hirscurexp. From industrial foundations; from industrial 
companies; from the Blue Cross; Blue Shield; from commercial in- 
surance companies and from other groups. 

Mr. Sprincer. For instance, now, you go into a factory where they 
have a group health plan, and you make a survey in th: at industry of 
what is happening with their group plan, or the number of people, we 
will say, that are off, and you interview them, why they are absent, 
whether on account of illness, or absent on ace ‘ount of other purposes? 

Mr. Hirscureip. With regard to this survey, on prolonged absences, 
we worked out our worksheets consisting of the four schedules. Our 
staff members contact the companies that are w illing to participate; 
discuss with their staff the details of our work sheets, and the data are 
supplied by the special relations, the medical and other departments, 
and the participating companies. 

Mr. Springer. Can you take this “Study of prolonged illnesses, pro- 
longed absences. due, to nonoccupational disability among employed 
persons”—do you have that before you, those special tabulations? 

Mr. Hrrscuretp. Oh, yes. 
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Mr. Sprincer. Would you turn to table D-3? 

Mr. Hirscurerp. Table D-3 ¢ 

Mr. Sprincer. Yes. 

Mr. Hirscurerp. Table D 

Mr. Sprincer. Now, I take it that this is a study of several group 
plans in various industries; is that right / 

Mr. Hirscurevp. That is correct. 

Mr. Sprincer. This is all industries ? 

Mr. Hirscurevp. In the industries that are represented by the par- 
ticipating companies. It is not all industry, because our sample cards 
are not yet completed, and until such time as it is completed, we would 
not have the balance, the representation of the industry. 

May I add, Mr. Springer, and Mr. Chairman, that Mr. Werch is 
going to discuss this in some detail, these statistical tabulations. I 
think that would answer many of your questions. 

Mr. Sprincer. Did you prepare that tabulation yourself, or was it 
prepared under your direction ¢ 

Mr. Hirscuretp. That is right. The actual survey, may I say, is 
under the direction of Mr. Werch. 

Mr. Sprincer. Are you familiar enough with it to discuss it? 

Mr. Hrescurep. I suppose so. 

Mr. Sprincer. I want to ask you if you are familiar with it, Mr. 
Hirschfeld. If you are not familiar with it, of course, I do not want 
to ask you any questions. If you are familiar enough to testify to it, I 
would rather ask you; but I do not want to embarrass you, if you feel 
you are not familiar enough with the tables. 

Mr. Hirscitretp. In my presentation I confine myself to the gen- 
eral outline of the work, with some reference to the survey, and in 
the thought that our research director would make his presentation 
on the technical details and features of the survey. 

Mr. Sprincer. Well, in a general way, I am trying to get your 
approach to these things, and I notice here you say that these plans 
claim 100-percent cost. 

That is their claim. That is table D-3. 

Mr. Wercu. If I may take the liberty, Mr. Springer, these tabula- 
tions were prepared in advance of when they were supposed to have 
been, in order to have the material that may be usable for your con- 
sideration. They were prepared late Friday night. 

Mr. Hirschfeld actually has not had a change to see them, nor have 
some of them been edited. 

That title, for that column you are looking at, Mr. Springer, may 
be just a bit misleading. There is an attempt here to show the extent 
to which the benefits under the group plans that have been established 
are included in this study; the extent to which the net amounts that 
were financed on claims. 

In other words, an employee having been absent because of illness 
presents to the group plan in the establishment a claim for a hospital] 
surgical or medical bill and this is the extent to which the benefits 
available under the group plan meet that bill. 

The second column shows the contrast between the claimed amount 
under the insurance plan and the total gross cost of that particular 
ilmess, the difference lying between the fact that the group plan 
may provide for instance only hospital coverage, and the cost may be 
covered by other medical charges. 
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I think that is better clarified in the details following on the de 
scription of it. 

Mr. Sprincer. The idea is that the claimed cost does not mean that 
that is claimed 100 percent, or that it was met 100 percent ? 

Mr. Wercu. This is what he claimed when he filed with the group 
plan. 

Mr. Sprincer. This is what he claimed when he filed with the group 
plan; is that right? 

Mr. Wercn. The claimant makes—let me be very specific—an em- 
ployee has been out. He has been hospitalized; he has had a surgical 
procedure; he has been out of the hospital, but he has had certain 
medical charges, and he has other bills. Under the group plan of 
the establishinent, he is covered for his hospitalization costs up to a 
certain amount per day for a certain number of days, plus an extra 
amount for ancillary charges. He files a claim for his hospital bill. 
He files no other claim, because it is particularly plain that he has 
no other protection except for hospitalization. 

Now, what we are trying to measure here is the extent to which the 
benefit, the $8 per day allowed under the plan, or the $100 ancillary 
charges allowed under the plan; to what extent those benefits meet 
the bill submitted by all of the employees for their hospitalization. 

Have I made myself clear? 

Mr. Sprincer. Then, what does your “percent received,” in your 
left-hand column, indicate? 

Mr. Wercnu. Excuse me. 

Mr. Sprincer. What does the “percent received” indicate? 

Mr. Wercu. In other words, what that is saying here is that you 
take that as 100 percent and 23.9 percent of all of the absences, in- 
cluded in this group there were 2.977 absences included in this 
group and 23.9 percent of all of the absences received sufficient bene- 
fits to cover the entire amount of their claim which they had filed 
under the group plan. 

Mr. Sprincer. What is your claim cost? What does the 1.2 mean? 
I do not understand your chart. What does the 1.2 indicate? 

Mr. Wercu. The 1.2 is all absences. I will be very specific. We 
had 100 absences. One of those absences received less than 25 per 
cent of what he claimed under the group plan benefits. 

Mr. Sprincer. What is this figure in this right-hand column, 6.8? 
They received 100 percent ? 

Mr. Wercu. 6.8 received less than 25 percent of the gross costs. 

Mr. Sprincer. They received less than 25 percent of the gross costs? 

Mr. Wercu. Yes. 

Mr. Sprincer. I do not understand your charts. Let me ask you 
in this kind of a survey, do you cover such organizations as the Blue 
Cross ¢ 

Mr. Wercnu. Yes, sit 

Mr. Sprincer. And the White Cross; are they included in this 
group ? 

Mr. Wercn. Yes, sir. There is a tabulation which I would like 
to have the privilege of referring to showing the different kinds of 
plans available to these employees, the kinds of benefits under those 
plans; and there is a much better tabulation than this particular one 
which you happen to be looking at. This has the significance of a 
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sort. I think it will be better clarified in other tabulations which 
show you the total gross cost and the extent to which the plan 
meets it. 

Mr. Sprincer. I believe that is all, Mr. Chairman. 

Mr. Priest. Mr. Chairman, may I ask just one question ? 

Mr. Beamer. Mr. Priest. 

Mr. Priest. Mr. Hirschfeld, I believe you said, on the basis of your 
data tabulated up to this time, that you found the rate of prolonged 
absence was about 37 per 1,000 employee ¢ 

Mr. Hirscurevp. That is correct. 

Mr. Priest. Annually ? 

Mr. Hirscurerp. Yes, sir. 

Mr. Priest. By prolonged absence, do you mean absence of a week 
or more ¢ 

Mr. Hirscurenp. No; by prolonged absence, we mean more than 4 
consecutive weeks. 

Mr. Priest. More than 4 consecutive weeks ? 

Mr. Hirscureip. That is correct. 

Mr. Priest. Now one question at that point. Do you have any 
average of the duration of absence of that 37 per 1,000% Was it 2 
months or 3 months? Do you have that broken down? 

Mr. Hirscuretp. Yes; we have that broken down, and that will 
be discussed by Mr. Werch in some detail. We have that broken down 
by duration of absence. 

Mr. Prisesr. That will be all for the time being, Mr. Chairman. 

Mr. Beamer. Are there any further questions? 

Mr. Hirschfeld, I would like to ask one or two questions. I want to 
assure you that the committee is very appreciative of your statement 
this morning. 

I gather from page 2 of your personal comments that your organi- 
zation is more specifically interested in assisting rather than pointing 
out one specific problem; is that correct ? 

Mr. Hirscureip. That is correct. As a research organization it has 
tried to keep away from recommendations or conclusions. We like to 
provide the facts and let the facts speak for themselves. 

Mr. Beamer. Could the facts in some manner be interpreted for any 
personal interest or for different purposes? Have you had any ex- 
perience of that nature, for example? 

Mr. Hirscuretp. I suppose there is. The nature of research is to try 
to avoid interpretations because it is so easily made the tool of certain 
interests; and facts can, of course, be interpreted in many different 
ways; and we would rather follow the principle of, and have, since the 
council was established, not to try to interpret any of our findings 
except as, for instance, in this survey, to make such correlations as 
would bring out the significance of our findings. 

For instance, if we find, as I mentioned before, that there is a higher 
absenteeism rate among females than among the male employees, we 
do not try to draw any conclusions therefrom. We would rather go 
en and try to find out why, what are the reasons for it, and let those 
facts speak for themselves. 

Mr. Beamer. I take it, too, from some other statements; for in- 
stance, you say you are never satisfied until you get to the heart of the 
problem. I take it, then, you are still pursuing this entire program 
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and studies in order to determine perhaps in your own mind, and 
assist others to determine, the better approach to this entire problem. 
Do I understand that correctly ¢ 

Mr. Hirscurevp. That is quite correct. Of course, if we are con- 
fronted, Mr. Chairman, with a problem such as illness in general, we 
in the research council have to determine the direction and orientation 
such a survey will take, which aspect of the health problem should be 
studied ; and it may be decided after some private studies in this whole 
«rea that of the many aspects, of the many facets of the health problem, 
perhaps one that is most urgent and most difficult to solve is the 
problem of extended illness because of its economic impact and pos- 
sible financial consequences; and we were encouraged to go ahead with 
this study on prolonged absenves because, as I pointed out before, be- 

cause of the paucity of the information not only on prolonged illness 
as such but on the factors that make for prolonged illness and make 
it such a great problem for many people. 

That is why we concentrated on this particular study of prolonged 
absences, but we intend, as I point out later on, to extend our inquiry 
to absences of less than 4 weeks. But, of course, at first we would like 
to complete this study on the prolonged absences of more than 4 weeks. 

Mr. Beamer. I think probably Mr. Priest touched upon this particu 
lar point. You changed your prolonged absence period from 6 weeks 
to 4 weeks, and that probably was the result of your studies, I take it. 
Would that be construed as a recommendation to industry ¢ 

Mr. Hirscuretp. No, no, Mr. Chairman. We never tried to find 
out what it was for 6 weeks, and I wonder whether it is possible to 
determine data and I wonder whether is is possible to determine the 
line of separation between prolonged illness and shorter illness. 

Then we started out, and we did not know, and we do not know 
today, whether this line of separation should be 8 weeks or 6 weeks 
or 5 weeks or 2 weeks; but for the purpose of the survey we had to 
settle on some kind of a division as to what we meant by prolonged 
illness, and for the purpose of the survey, and merely as a statistical 
(livision, we decided to consider everything in excess of 4 consecutive 
weeks as a prolonged illness. But that does not mean, if the survey 
is completed, we may not find that 3 weeks is a much better line or 
5 weeks, or whatever the case may be. 

Mr. Beamer. The real purpose, then, is for a starting point? 

Mr. Hirscureip. That is correct. 

Mr. Beamer. Any further questions? 

Mr. Hirschfeld, I know that the committee wants to thank you 
very much for the fine contribution you have made, and I know, 
judging from the questions of the members, that the committee ap- 
preciates your statement. 

Mr. Hirscurecp. Thank you very much. 

We will now hear Mr. Leon Werch, director of research. 


STATEMENT OF LEON WERCH, DIRECTOR OF RESEARCH, RESEARCH 
COUNCIL FOR ECONOMIC SECURITY, CHICAGO, ILL. 


Mr. Wercu. Mr. Chairman, this is, of course, one continuous pic- 
ture. It is not two separate parts nor necessarily separate testimony. 
This part has no importance without the background that Mr. Hirsch- 
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feld has tried to give you the particular approach of—and I believe 
has adequately explained the intention and purpose of this study. 

I take the liberty of calling attention to that particularly because 
scientifically, purely technically we would rather refrain from re- 
porting any of the data that is coming up until we had a completely 
accurate measure available, evaluable, and an analyzable sample. In 
other words, we would rather come in here and say here is the story 
for this group. It has these characteristics. They are projectable 
to the industry as a whole or not projectable to the industry as a whole, 
and from these you can tell the story of industry as a whole. 

Mr. Hirschfeld tried to teach us on the staff to be practical and 
realistic at the same time that we are scientifically accurate; and, if 
the findings can be a useful yardstick to the participants in the study 
themselves, we want to make them available and hope in turn that 
they can be useful. 

The most fascinating part of the studies—each of the companies, 
establishments are participating in the studies for a minimum of 12 
consecutive months, and most of them, by the way, after having par- 
ticipated after 12 months have asked permission to continue sub- 
mitting reports and getting analysis and information from us beyond 
the first 12 months. — find that they do not have to wait for the 
final result of the study, but they can do a continuation, evaluation 
of the plans and the findings because for their particular establish- 
ment it is a complete story, what we call a 100 percent sample of the 
complete universe of their population. 

You will remember that Mr. Hirschfeld called attention to the fact 
that we are seeking information from a sample of at least 400,000 
man-years. That is, 400,000 employees for a minimum of 12 con- 
secutive months. That would be a 1 percent sample of the nationally 
employed, privately nonagricultural population and could then, the 
findings of that sample could then be projected to industry as a whole 
and we would say, “This is the story for industry.” 

At the moment, this particular group which we tried to get ready 
for your use and consideration we are reporting on 80,000 man-years 
roughly about one-fifth of our total study, quantitywise. 

There is not, however, the cross section of those 400,000 man-years. 
Therefore, it would not be wise to project from these 80,000 to the 
full 400,000 or in turn the industry as a whole, but we can describe 
this group in some ways and I will give you some indication of what 
ly means. 

This is a story about industry. In other words, there are 80,000 
man-years involved here, taken from a total number of some 115,000. 
In other words, we had 59 establishments: most of them in light and 
heavy manufacturing. There is a scattering of about 20 different 
kinds of light and heavy manufacturing establishments, going across 
the country. Most of them are concentrated in the central, mid- 
central area, with some representation on both coasts and in the South. 

There are a few—only 13—of the establishments in non-manufac- 
turing activities; but a fairly representative group there of different 
kinds of activities—purely white collar, financial, insurance activities, 
retail establishments, and the like. 

Interestingly enough, whereas we know the total employed popula- 
tion has about 70 percent male and 30 percent female, this group is 
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not too atypical. It is not accurate as to the percentage of male and 
female; but there are 75 percent male and 25 percent female in the 
total employed population. We use 74 percent of those man-years 
for male and 26 percent of those for female man-years. 

The distribution between all personnel and production personne! 
is likewise not atypical; 34 percent of this group were in all oceupa 
tions; 66 percent in purely production activity. 

In other words, you have a group here, although not projectable to 
all industry, or to the Nation as a whole, which is not typical. It 
represents a normal industry group and it may well be then that al- 
though we are in no position and would not want to say that this is 
the story for all industry, our curiosity is strongly aroused as to 
whether these are exactly what is happening in industry and we will, 
of course, as we complete our studies, keep our measure as to whether 
or not these signposts and categories remain true. 

Thirty-seven out of every 1,000 employees experienced, at least to 
put it just purely for the purpose of presentation, 37 out of every 1,000 
employees during the 12-months’ period experienced at least 1 absence 
of more than 4 weeks. 

As Mr. Hirschfeld indicated to you, this represents an average 
absence of a bit over 10 weeks. That is, 10 consecutive weeks; an 
uverage of 10 consecutive weeks of absence per employee. That is 
the time lost from the job, in which he was not able to earn wages. 
He may have been continued on the payroll. He might have received 
some sick compensation, and we have a measure as to the extent that 
he does: but at least, there was an average of 10 consecutive weeks 
he was away from the job, unable to earn anything. 

In turn the employer lost his production for 10 consecutive weeks, 
meaning that from each 1,000 employees, in other words, he lost at 
least 7 full-time people from the staff for a full year out of every 
1,000 on his payrolls. 

Again, to reemphasize, as Mr. Hirschfeld pointed out, 60 percent 
of all of the time lost, absences of 1 week or more—that is the point 
in which we can truthfully say this is illness. Anything below 1 week, 
we may well speak of or consider as something else, but we consider 
this as a true illness, but there may be a suspicion as to less than 1 
week. But, with 1 week or more, we say there is no question but what 
it is true illness and 60 percent of all of the time lost is to be allocated 
to these prolonged absences. 

The question was asked as to the distribution between time. If 
you will permit me to call your attention to table numbers, perhaps 
that will be a little easier for you to follow some of these figures I 
have been using. Table A-2. 

From table A-2, you will notice that 54.5 percent of all of these 
absences are of more than 4 weeks and not more than 8 weeks in 
duration. 

In other words, more than half of the absences terminated between 
the fifth and the eighth week of consecutive absence. 

In terms of time again, let me call attention to the fact whereas 
the 54.5 percent of these absences were in that short duration period, 
we are considering in terms of time lost again, they are responsible 
for about one-third of the time lost, whereas in contrast to that, the 
absence of more than 26 weeks are responsible for an equal amount of 
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time lost, although they represent only 54.5 percent of all of the 
absences. 

So that you must begin with two evaluations: The number of such 
absences, with the time lost involved, to get the true significance and 
situation of these absences, and there is an interesting thing—two 
interesting things which might be called to your attention from this 
simple statistical statement and the reason why we turn to it. 

We wanted to get the answer to the question, “Is it a particular 
sickness? Is it a particular occupation? Is there any other typical 
group of employees where you find a greater responsibility or a greater 
problem of prolonged illness? Is it the age? Is it the income group? 
Is it a man working in a particular occupation, having a different 
kind of experience in occupation; do the men from particular income 
groups have different experiences from other income groups? 

These are evaluations both from the overall viewpoint, as you must 
consider them from that, and the employer and his staff, in trying to 
meet the problem and, of course, in turn from the viewpoint of the 
worker who is absent and from his illness, and has the question or 
problem as to how he might meet the problem. 

So we call attention to the differences, the rates by sexes, pointing 
out that whereas the male workers experienced 32 per oeaand 
absence, the female workers in turn experienced 51 per thousand. 

You have a marked variation in particular occupational groups 
among these workers. Among your men, the salaried oecupations 
had the lowest rate, 21 per thousand. In turn, the women in produc- 
tion jobs had by far the highest and a much higher rate than any other 
group. It went all of the way up to 75 absences per thousand. 

There are things that must be investigated further and analyzed 
further, in terms of age of these workers; in terms of kinds of dis- 
abilities; in terms of their environmental characteristics, and we are 
trying to get the answers to those questions. 

Again, may I call your attention to table No. A-2, where the women 
workers consistently have a higher rate of absence in each period 
until you reach the last, when you come to the absence of 26 weeks or 
more, when the men begin to have the higher rate of absence or a 
higher rate than the women. The rates—that means that the women 
may get sick more often, but when the men get sick they get sick for a 
longer period of time. Whether that is true or not remains to be seen, 
but that is one of the possible interpretations for that type of data. 
We are trying to determine the size of the establishment, the kind of 
program the establishment has; whether they have a personnel and 
medical program and whether the personnel and medical programs 
have any relation to absences. Is there something about the program 
in the establishment, more than anything else, that can affect the rate 
at which such absences occur and the duration of such absences? 

So, we have broken down our data by different-sized establishments. 
For the moment this cannot be interpreted, because you do not have 
adequate distribution between the different types of establishments, 
sufficient to say that this is representative of the establishment.in this 
case. So, all we have is signposts to look forward to to see; whether 
they are true or not, and we find at the moment that the smaller estab- 
lishments, having less than 500, have a lower rate of absence. The one 
exception, as you see, is table A-3—or table A-4. In other words, the 
establishments with less than 500 have a lower rate of absence than that 
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group asa whole. The 1 exception here is this 1 group here of 500 to 
1,000, who have by far a lower rate, but there are many questions to be 
asked about what particular groups are represented in here—how ade- 
quate their reports are—before you can take that figure, so contrasting 
a figure, at its face value. 

In turn also it is interesting to note that the few establishments of 
over 10,000 also had a lower rate than that of the others. There again, 
one would want to evaluate the extent to which this medical-care 
was a problem, the extent of the personnel program, and follow up on 
absences, before one would make a conclusion about the very large 
establishment, because you only have three here. 

But, it is interesting to note there is a variation in absences between 
sizes of establishments and here may be a clue for followup in 
evaluation. 

Again, there is a difference in the rate between the manufacturing 
and the nonmanufacturing establishments. 

Is it typical of the employees, the aged employees, or the occupation, 
or the particular program of that establishment that dictates so vast 
a difference in this rise here between 35 and 41/ I wish we had the 
answer to that, but we do not at the moment. We may have some 
conclusions as we go through this material for you. 

When our study is completed we will have rates of absence by sex, 
by occupation, by income, by age, and by length of employment. 

At the moment, in this particular group we do not have the total 
data for the population by age, by length of employment, by income 
grouping. ‘Those are very difficult kinds of data to assemble. 

Employers are not accustomed to doing this kind of breakdown. 
The most fascinating experience we had in starting the study was the 
experience that the establishments did not have this kind of record- 
keeping. 

They had no idea of what their absence rate was. They had no 
concept of what their illness absence rate was. They had no break- 
down of the term of illness as against other types of causes of absences. 
They had no breakdown of that. This, generally speaking, is true of 
all sized companies across the country. They had no breakdown be- 
tween the so-called prolonged and short-term absences, and in the 
fascinating experience, was the great interest they displayed in the 
advantages to be gotten from having that kind of analysis and the 
eagerness with which they took up this type of analysis. They seized 
upon the worksheets we had available as a means for them to organize 
their material and to be able to study it; but, of course, they had no 
breakdowns by these other categories that permitted us to measure it. 

All of them now are engaged in preparing them and when we finally 
get them, we will be able to give these other rates; but even without 
rates, there is something about the characteristics of people who are 
absent that may teach us some of the indications, teach us what the 
situation is and give us some indication. Certainly, from the view 
point of a medical director sitting in the medical department of a 
company, it is important for him to know the characteristics of the 
caseload without regard to the rate. Assuming that the rate is con- 
sistent, he is going to have these same kind of people coming up to 
his medical department year after year after year. Likewise, the 
personnel department is going to have the same, assuming that your 
rate is consistent from year to year. 
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We do not know, but assuming that your rate is consistent from yea 
to year, these are the kind of people that are going to be produced oy 
that rate out of the population. 

So, it is important, although we cannot establish rates here, to take 
a look at the character of the people who were ill. 

If you will look on table B-1, you will find out, of the 2,977 people 
who were absent for more than 4 weeks during the 12-month period, 
during the period we are looking at here, you have the following 
distribution: You will recall that the women represented but 26 per- 
cent of the total and they represented 35.7 percent of the absences, had 
a much higher rate in the production end, a much larger percentage 
of women were ‘sidinnt t weeks or longer. In terms of men, although 
they represented 75 percent of the total, there was only 64.3 percent 
absences. 

Incomewise, if you will look at B-2, Peasant | that the median 
income is roughly around $3,900 in industry a year, that is, somewhere 
between $3,500 and $3,900, represents about half 3 in normal workers 
in industry. We do not know what is particularly true about this 
group, but it is not an unusual group so that probably the median 
is about the same as in industry as a whole. 

It is interesting to note that 35 percent of the absences that we are 
looking at were represented by workers who earned less than $3,500 
a year. Among the women workers, that is very much higher, almost 
82 percent—81.7 percent earned less than $3,500. 

May I call attention to this, although it is not included in these 
tabulations, we do have a breakdown as to dependency, whether head 
of a family or not head of a family; whether married or not married, 
so that they can be further evaluated as to the significance of these 
income groupings, but for the moment we are working with a group 
that at least half, or more than half of them, had annual earnings 
of less than $3,500. 

From the viewpoint of the employer, or these old or new employees: 
are they employees with whom he has an investment, so far as train- 
ing is concerned: are they employees who are so old that they no 
longer are significant in the production load ? 

If you will look at B-3, you will see the median length of employ- 
ment as 9.5 years. These are the absences. In other w words, they are 
not workers who have been there for an unusual length of time, so 
far as the industry as a whole is concerned, but they have been there 
certainly long enough to be key workers in the production line. They 
have had a considerable amount of investment on the part of the em- 
ployer. This is 9.5 continuous years’ experience with this particular 
employee, and that is the median. Over half had at least that much. 

urning now to table B-4, as to how old are these employees? Are 
they ancient, dec repit employees; are they the ones who are ready 
to leave anyway, due to having reached the retirement age? 

Among those who are absent in this group, half of them were 
less than 45 years of age. In other words, the medical department, 
if it were to be concerned with the nonoccupational illness, could 
not say to management, “Well, these are things to be expected. ‘These 
are old people. You can depend upon these illnesses. They are at 
the rer station and there is not much you can do about it.” 

If then all of these workers were to come into a clinic or the 
medical department, half of them would have to be treated as young 
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people, under 45, apparently at the beginning stage of a serious pro 
longed illness. That is the significance of this type of breakdown. 

Among the men that went up to 48, but then still, I certainly do 
not think there is anyone in this room who would claim that a man 
who is 48 years old is decrepit. Half of them are under that age. 

Among the women that was 41. 

Now, the median age of this population, if it is typical of industry 
would probably be around 40. In other words, the rate of absence 
among the older people is higher, but in terms of whom we are work- 
ing with, the rate among the younger people is sufficiently high to 
give you half of your load of people less than 45 years of age. 

If you will turn now to B—5, you will see, of course, that distribu- 
tion changes with age. As you move from one period to the other, 
the median age does go up. In other words, the older people are 
out longer. It goes up to 49.7 years overall; 52.7 for the men; 40.9 
for the women. When it gets to 26 weeks, there is a slight drop 
among the women in over 26 weeks’ duration. That is a reflection 
of the type of disability now rather than of age. 

Now, what were some of the disabilities responsible for those periods 
of absence? Here is the extent of absence. I tried to deseribe the 
kinds of people with whom we are working. 

There is another age group. They were income groups, which have 
been indicated. They were of the sex indicated and they were of 
the employment experience indicated. 

Now, what were the things that were responsible for their absence / 
If you look at table C-1—to us this has been one of the most chal 
lenging of all tabulations. In turn it has aroused the interest of 
all our medical advisers, of whom we have many in all fields of the 
medical profession and in all of the groups throughout the country 

One very distinguished representative of the medical profession 
says that if this remains true for our sample as a whole, if you con 
tinue to have this kind of a result for the entire group, you are ap 
proaching a possible revolution in the concept of medical practice, 
so far as illness is concerned. In other words, may I call attention 
to the fact that we, like everybody else, when we begin to think about 
prolonged illness, immediately associate that with two groups, one, 
the aged; second, the death-dealing disease, the killers. The ter 
minal illnesses are the permanently disabling diseases, the chronic 
illnesses. 

When we began to tabulate the disabilities that were responsible 
for absences of more than 4 weeks, 4 weeks or over, over and over 
again—and in this tabulation once more the group of disabling dis 
eases that were responsible for the greatest number of absences were 
those diseases of the digestive system, and, this is not the 2- or 3-day 
stomachache. The average duration of these disabilities, as you will 
see if you will look at table C-2, was 8.4 weeks, or running from the 
lowest to the highest, 5 to 51 consecutive weeks of absence. 

Diseases of the genito-urinary system, male 4.8 percent, and women 
19.6. That is No. 1 among the women. There again, you do not get 
into the death-dealing diseases. We are talking about what we nor 
mally look upon as recurring, not unusual, activities. 

Certainly, the circulatory system diseases, and the diseases of the 
respiratory system are diseases that appear among the more frequent. 
However, this is a broad classification. 
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The diseases of the circulatory system are not exclusively heart 
disease. ‘They include even such things as hemorrhoids. The diseases 
of the respiratory system are influenza, pneumonia—of course, but 
these are supposed to have been taken care of by the antibiotics. We 
are supposed to have that down to 2, 3, or 4 days’ illness in the hospital, 
and yet apparently they are still keeping workers away from the job 
in sufficient numbers for them to come up in the five most frequent 
groups to be among those represented in two-thirds of all of the 
absences and, if you will look at table C-2, that represents an average 
absence of 8.5 weeks for the respiratory diseases and the circulatory 
system 11.7 weeks of absence, which are among the highest. 

The neoplasms, as indicated, are not too frequent. They are re- 
sponsible for a large number of absences, but not nearly as many as 
these others. 

Mr. Hesevron. Before you leave that, may I ask you a question ? 

Mr. Wercn. Yes; at any point, if you will, please. I have tried to 
move rapidly, because of lack of time. 

Mr. Hesevron. I wonder if there is any significance to the length 
of time you have stated there or exactly why you take that time. 

Mr. Wercu. We began, you see, at that point. In other words, 
we have not measured it in this particular group, measured any ab- 
sences of less than 4 weeks. In other words, there is another tabula- 
tion for that. What this does is gives the distribution as to what it 
would be of the absences of more than 4 weeks. We have not given 
the distribution of less than 4 weeks. We do give a distribution of 
the absences of more than 26 weeks, and you get a different distribu- 
tion, of course, there, and we have tried to give some indication of it, 
but this is a distribution of the average duration of these absences. 

But, if you take this group that we are working with, this is the 
distribution. 

If you will turn to table C-3, we have tried to call attention to the 
possible significance of age. I mean, is it the only fact that only 
people were involved in these particular disabilities that caused these 
long absences? Are these so complicated disabilities that there is 
little that can be done about it medically, except to attempt to cure 
them? Are these at a stage where early diagnosis and proper pro- 
cedure might not be effective, or where early diagnosis and efficient 
treatment might give a different picture as to the duration? Those 
are questions we would like to raise and so, we looked at one of the 
indicators, or two, distribution of absences by age and sex within 
principal disability groups. We have two categories: all disease 
groups, and diseases of the digestive system. 

Now, with half of these people, you will note that the rate is this: 
About half of the people who were ill, who were absent because of 
the diseases I have mentioned, were absent because of diseases of the 
digestive system, and they were under 42 years of age, with a large 
number of hernias; a large number of appendectomies; with a large 
number of ulcerations, or approaching ulcerations. You question the 
indicators of length of absence here and the necessity for these coming 
up in the prolonged illness category. 

When you go to the diseases of the circulatory system, you begin to 
get a reflection of age. There the median goes up to 51.5. 

Among the accidents, it falls down again—older women and 
younger men. 
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And, in considering the diseases of the genito-urinary system, of 
course, among the older men you rarely find that, as you can see by 
these figures. You do not find so many among the younger men. You 
find some instances of it, but there are not a great number of cases. 

Among the women, however, it is very heavy in this 35-to-44-year- 
age group. 

We wondered—this is not a conclusion—but we wondered about the 
correlation between this high, the higher occurrence of this type of 
disease, this type of disability among the absences in this age group 
among the women and some of the investigations of the necessity 
of hysterectomies—I am not trying to indicate possible areas of con- 
clusion, but I am trying to indicate how these represent clues for 
further investigation for approach to what are causing prolonged 
absences. 

In the diseases of the respiratory system again, it is higher among 
the older men and slightly higher among the older women. 

In the arthritic type of disease, the rheumatisms and so forth, not 
so much among the older people. Here again, half of them are under 
5, in total. But the median for the group, the whole group, for men, 
is about the same as for the women. 

The neoplasms, which include other than cancer, under benigh and 
malignant tumors, are both in this group. The suspected tumors 
fall in here as well, and your median age is higher. It is higher 
among the men, but falls down among the women. 

There again, are they being properly diagnosed? This is through 
evaluation. Are they being properly treated in terms of what should 
or what should not be done? 

These are questions—we would like to say these are challenges. 
We would like to, through the medical profession obtain or have 
them give us the possible answer and clue to this so we can better 
evaluate what our prolonged absence is caused by. 

These are people who are not dying. However, we would say to 
you table C-4-1 refers to regular workers on the employers’ staff. 
These are people who are coming back to work. 

If you will look across at this tabulation you will find that 92 per 
cent of all of these absentees return to the job. Only 6.4 do not return. 
They vary, of course, by the diflerent types of diseases. 

The neoplasms, and diseases of the circulatory system represent the 
higher number who died; represent the higher number who resigned ; 
represent a higher number who have to return to other jobs than 
they held. They are distributed around to other jobs than the ones 
that they were on before, because some of their powers may have been 
impaired. Their physical ability may have been impaired. 

Overall, however, 92 percent of these people return and if you have 
an oportunity to review this table you will see that the variation is 
by different types of disease groups, and by sicknesses. 

Much as I would like to take the time to go through table C—-5 with 
you, Iam afraid I cannot do it. But, you may have an opportunity 
to look at that. Here is a complete listing of all of the disabilities, 
with a column showing the group code of disabilities, for those who 
are interested in getting a more detailed picture of the type of 
disabilities. 

When we began to look at this story as we explored the possibilities 
of doing the study in industry, we were reimpressed, wondered more 









2038 HEALTH INQUIRY 


about what industry had done in the field of occupational disabilities. 

Here, whatever the motive may have been, whether purely an in- 
telligent approach, scientific approach, to make, getting full pro- 
duction time; whether it was a reaction to the cost of illness, for 
occupational or nonoccupational disabilities, is not of any pertinence 
at the moment. What is interesting is that by a combination of edu- 
cational, technical, combination of the safety engineer and industrial 
surgeon, a phenomenal job has been done in cutting down the incidence 
of occupational disabilities, and certainly it has affected the duration— 
not that they have wiped it out by any means, but at least it is not as 
gruesome a problem as it apparently was several decades ago. 

We, therefore, wondered whether an extension of some of those 
techniques to nonoccupational disabilities might have some meaning ; 
and so, if you will look at the very last sheet on table E-2, we bring out 
some indicators of the extent to which their company medical facilities 
in these 59 establishments that are included in this study—there are 
4 of them who had a full-time medical director; 5 had a part-time 
medical director; there are 12 who had full-time physicians, out of a 
total of 59. There are 31 who had part-time physicians; 4 of these 
had both part- and full-time physicians. Nineteen of them had 
neither a medical director nor a physician or any professional doctor of 
medicine on the staff at any time, either part time or full time. Some 
one or two had an arrangement for using medical services outside 
of the establishment, but at least 17 out of these 19 had no arrangement 
whatsoever. 

Forty-seven out of the 59 did have full-time nurses available in 
the plant for whatever was needed. Eight of them had part-time 
nurses. Eight of them, however, had no nurses whatsoever on the 
staff. 

If they did have a medical department, we presumed that they might 
have some facilities for immediate diagnosis, checks, laboratory checks, 
have X-ray equipment, or did have some kind of plan for urinalysis 
or blood tests and could the medical department do a spot check as 
to what was the cause of the illness. 

Now, looking at-that type of equipment, we found that 12 of them 
had nothing of the sort in their establishment. Eight did have com 
plete equipment, so far as our checks were concerned. Fifteen had 
some. 

We asked if they gave physical examinations pir to employment. 
We did not have a definite answer from 18. From the remainder, 
35 said “Yes,” they gave some kind of a physical test. Five give none 
whatsoever. 

Did any of them examine their employees after they were employed 
on either regular or irregular basis? Thirty-six said, “Yes”; 22 said, 
“No.” Did any of them give a physical examination of an employee 
upon return from absence of an extended period of one week or more ‘ 
Forty-one said, “Yes,” they had some kind of a physical test or check ; 
17 nothing at all; 41 claimed they conducted the usual medical edu- 
cational programs, at least to the extent of putting posters on the 
bulletin boards; 17 had no indication of even posters on the bulletin 
boards or anything like that. 

Only 22 of the establishments answered “Yes” to all 4 of these ques- 
tions. Three answered “No” to all of the questions. 
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That is the extent to which they were paying attention to the 
nonoccupational disabilities from the viewpoint of their medical 
— tments. 

Now most important, and most significant, of course, was what was 
the cost of these disabilities and how that cost was met. 

Take a look at table A-1 with me, please. Remember that these are 
prolonged absences. All of them are at least 4 weeks or longer; all of 
them are more than 4 weeks away from the job. 

It may be, in part, to explain any variations from these distribu- 
tions, from these you may have to look for that from other studies. 

In terms of total medical expenditures you will find that more is 
being expended for the doctor and less for the hospital in this particu 
lar group, but there is an index list or group. This is prolonged 
absence. These are prolonged illnesses. 

You have a higher incidence of hospitalization than is generally 
true: 63.5 percent of all these absences had some hospitalization; 41.5 
of all of these absences had some surgical procedure. As a result, 
percent of the cost went for hospital services; 37 percent of the gross 
cost went for doctors’ services; 60.4 percent of the cost that went for 
doctors’ services went to the surgeons, and 39.6 percent went to non 
surgical services. 

The remainder was for nurses’ services, medications, and the like. 

In table D we find that the hospital services total 55.5 percent of the 
gross cost benefits available under the group plans in establishments. 
The benefits available under the group plan in the establishment in 
demnified this gross cost to the extent of 55.5 percent. 

Of the hospital services the loan in the group plan amounted to 
$1.5 percent, the amount for room and board being more than the 
amount for ancillary services. 

The charges for the surgeons for surgical procedure were met to 
the extent of 57.1 percent. 

The nonsurgical services, medical attention at home, in the office, in 
the clinic or in the hospital, that is nonsurgical in character, was met 
to the extent of 10.8 percent. 

In other words, you have an average cost of about $350 per person 
among this group, and the average benefits were about $195.62 in this 
group. 

From the table D-2 you will see, as I indicated before, 63 percent 
had some kind of hospital procedures; 18 percent received benefits 
only for the hospital part of the bill. They received benefits for no 
other part. Thirty-five percent received benefits for both hospital and 
surgical procedures. Twenty-five percent of these absences received 
benefits for all three types of services. 

And then you have your distributions as indicated in D. Twenty 
nine percent of this group of 29 absences received no benefits whatso 
ever under the employee group plan in the establishment, either be- 

cause they were not a member if it was a voluntary plan, 100 percent 
paid by employee member payroll deduction arr: anged by employer, 
and the employee would not voluntarily agree to come in. He was not 
covered, or he had a particular service, nonsurgical or nonhospital 
service, which was not covered under the particular oon plan. 

So, as a result of that, 29 percent of these absences received no 
benefits whatsoever. 
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We wonder about the adequacy of these group plans, and there are 
two types of evaluation—the number covered and the kinds of serv- 
ices covered. The detailed provisions of the plan which are tabulated 
in this summary and the overall extent to which they met the bill— 
that is shown here. 

And that brings us to table D-3, about which some questions were 
asked before. 

Let me for this purpose here give a grouping of these things for 
a possible better understanding of what is the significance of them. 

Of the claims that were filed under these group plans, 33.4 percent 
of the claims were met up to 75 percent. 

In other words, two-thirds of the claims received 75 percent or more 
indemnity, in benefits, and 75 to 100 percent of the total claims were 
met for about two-thirds of the claims. However, in terms of gross 
costs, everything incurred by the illness, two-thirds received less than 
75 percent. Only one-third was indemnified to the extent of 75 per- 
cent or more. 

Many of these absences had some supplementary benefits. You 
will note that 37.5 percent received benefits outside of the group plans 
in the company; 10.2 percent of those received no benefits under the 
group plan but received some benefits from supplementary sources. 

In gross costs, then, we find about 52 percent of these absences have 
gross “costs of § $300 or less. The others—slightly less than half—all 
of the w ay from $300 to considerably more than a thousand dollars. 

With the grouping as you see from table D-5 and following tables 
you will see that all those distributions of gross costs do move up- 
ward; in other words, there are more of the higher gross costs as 
you move upward in income brackets. There were about 45 percent 
of these absences that had a gross cost of more than $300 that were 
incurred by workers who were earning less than $3,500 a year. There 
were more of those gross costs in the $3,500-to-$5,000 group, still 
more of those in the $ 5,000- and-over group. 

The percentage of income of course becomes more important. <A 
$300 gross cost to a person earning $3,500 in wi ges, is not the same 
as that gross cost to a person earning $7,500, depending of course on 
a number of things such as the number of dependents, and many other 
factors; but here the distribution of gross cost by the various income 
groups does indicate that there were a larger number of absences in 
the over $300 group than those earning under $3,500. 

The next table, D-5, is the beginning of an evaluation of the cost 
impact on different age groups and there : again, aS We move in age 
with some variations, due to the different types of disabilities, the 
cost, the number of absences with gross cost of $300, does increase. 

D-5e, points out, of course, that ‘the number of absences of gross 
cost of more than $300 steps up rapidly as you move along by dura- 
tion and the very first of these charts again shows a correlation be- 
tween duration and the gross cost, —_e from an average duration 
of 7.9 weeks for a gross cost of less than | $100 to 18.2 weeks, for gross 
cost of over $1,000 and that again is reflected in this distribution, 
chart D-5e. 

D-5d is the first sep in the evaluation of the different costs, for 
different disease groups, and x is significant to note that your disease 
of the digestive system, once again, that is the No. 1 group. That 



















HEALTH INQUIRY 2041 


does not represent the group with the lowest number of cases of 
ross cost of less than $300. It is about at a midpoint of this various 
istribution shown here. 

Well, in fact, it is pretty close to the top of them. 

Interestingly enough, the middle of the absences in the neoplasm 
group ran somewhere between $300 and $500 per case. The middle 
of the digestive group, between $100 and $300—rather between $300 
and $500. 

Again, somewhere in that range is the average case, in these groups. 

So that once more, may I call attention to ‘the fact that although 
these are not necessarily the death-dealing diseases, they are those that 
pull the gross costs up into this bracket of $300 to $500. 

As indicated before, these establishments did have employee, group- 
employee benefit plans. In fact, if you will permit me to run over very 
rapidly, this table again at the bac +k, table E—la, let me call attention to 
the kinds of plans available in these establishments. 

Of all 58 of the establishments, one establishment did not have this 
type of record. So, we are working with 58 establishments. All of 
them had a hospitalization plan. 

There were 70 of those, among the 58 establishments, of one kind o1 
another. 

All but one had a plan covering surgical charges, and here you aga 
get the reason for not full coverage. 

Four had plans covering medical services—that is, nonsurgical pro 
cedure ; 21 did not have such a plan; 50 of them had sickness compensa 
tion plans, providing indemnity for part of the wage costs; 8 had no 
such plan; 46 of them had plans for continuation on the payroll dur 
ing illness, as contrasted with no insurance sickness compensation pro 
gram; 12 of them had no such program 

Of these hospitalization programs, 9 were paid by the employee, 16 
entirely by the employer. 

The table E-1b shows the distribution between the extent to which 
the employer paid the cost or the employee paid the cost. Some of 
them are on a 50-50 basis. Some of them, where the employee paid the 
major share; others where the employer paid the major share and still 
others where the employer paid the entire bill. There are some where 
the employee paid the entire bill. 

The hospitalization plans can be roughly divided half way between 
those that were under it and by commercial insurance companies, and 
the others. 

The other 25 of them, were Blue Cross plans; 11 were of various 
kinds, other than Blue Cross; but none commercial—prepaid plans, 
medical; prepaid group service and the like. 

Of the surgical plans, again 31 were by either Blue Shield or an- 
other such group; 36 were underwritten by commercial insurance 
companies. 

Medical fees—again, half and half; 18 under commercial insurance; 
17 by the other groups; 14 of those by the Blue Shield; and, sickness 
compensation almost exclusively commercial insurance; 54 by com 
mercial insurance companies. Company employees benefit plans, 
union programs, and that kind of thing. 

E-1d shows you how some of these establishments allocated their 
plans among the different occupational groups in their plans. Al! of 











2042 HEALTH INQUIRY 


them had nee plans for all of the occupational groups in 
the establishments, but there were some of these plans that were for 
salaried employees only ; some clerical only, some production employees 
only ; some supervisory only and some production only. In other 
words, specialized occupational diseases—although all establishments 
had hospitalization available for all of the occupational groups. 

That was not true among all of the plans. It was true among the 
surgical plans. One establishment had a plan only for production 
workers. 

Again, as to the medical fees, if the plans were available they were 
generally available for all of the occupational group, although there 
were two establishments, one of which had such a plan only for super- 
visors and the other had such a plan only for production workers. 

When you move into sickness compensation, there again you find 

variations. Some 3 had it only for production workers; 2 only for 
clerical and production; 1 establishment had this plan only for salaried 
workers. 

Sick leave—you get into a bigger variation; 16 of the establishments 
who had such plans had them only for salaried workers; 5 had it only 
for supervisors. None of them fad it only for production workers, 
but there were three sick leave plans for production workers. 

The following table which I will not take time to analyze in detail, 
you will get some idea of the kinds of provisions in these plans. 

The hospitalization plans range from providing a daily rate of $5 
to a high of $12. Generally they provide $8 per day. They range 
all of the way from coverage of 31 days to covering 120 di: ays. Most 
of them are either for 31 days or 70 days. 

So far as ancillary services, over and above room and board are 
concerned, the lowest one provided for only $35 for such charges. 
There were a few that went up as high as $500 or $600. The general 
rule was $120 to $160; usually a multiple of the daily rate. 

Among the surgical plans, virtually all of them fixed fee oe 
providing allotme nts running from a minimum of $50 in 2 plans to : 
maximum of $300 in 4 plans. They generally provided a maximum 
of $200. The “y generally spell out the extent to which they provide 
for extended illness. So far as these establishments are concerned, 
these persons are concerned, there are not too many provisions. There 
are some. 

Table E-1f, medical fee plans. And here is where, you recall, these 
plans met only 10 percent of the gross cost reported for nonsurgical 
procedures, and here are some indications as to why that low coverage. 
One is that they have very few of these plans among these establish- 
ments. There are only 35 of them; 11 did provide for some indemnity 
for both hospital, office and home calls; 2 2 of them, however, provided 
enly for hospital, and office calls, and 22 provided indemnity only for 
hospital calls. They covered tee in the office and nothing at 
home. 

They ranged from paying $2 per call to $5 per call in hospitals— 
hospitals, $3 per call. They ranged all of the way from paying for 
16 benefits, or visits, to a high of 120 visits. Most of them paid for 
between 60 and 70 visits in the hospital, although some of them 
counted the hospital the number of visits in the office and in the home, 
as hospital visits, if those were provided for. 
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Payments at the office were roughly about the same, or exactly the 
same as in the hospitals. ; 

The amounts allotted for the home were slightly higher, ranging 
from $3 to $8, with the largest number providing for $5 per call, but 
as indicated by the tabulation, we have very, very few of these plans 
providing for payment at home. 

Among the sickness compensation plans, they ranged from allow 
ing $10 per week to a high of $60 per week, with most of them running 
between $25 and $40 per week. They paid all of the way from $10 a 
week to as much as $60 a week, 

The sick-leave provisions’ generally provided for .at, least half or 
all of the salary and ran all of the way from indefinite to 1 of them 
providing a maximum duration of 60 weeks. The indefinite may, 
of course, go on 2 or 3 or 4 years. Those are usually determined on 
an individual basis. As to sick leave it is generally not known what 
is allowed, as to some, and others give their allotments. However, 
there were 21 of these sick-leave programs which had definite pro- 
visions; the other 34 were on an indefinite basis. The percent of 
wages and the duration are determined on an individual basis for 
each absence. They are cataloged here. Then, as to the extent to 
which they have supplementary benefits, we will find that these 
workers we are looking at, the 2,977 shown on table D-6, to which 
Mr. Hirschfeld called your attention, about 57 percent having a net 
medical care loss of less than $100 and the other 30 percent had a 
medical cost, that had to come out of their own pockets*after all in- 
surance benefits were paid, ranging between $100 and $300. The 
remainder, 10, 11, or 12, or some percent, had net costs ranging from 
$500 upwards. 

In addition, however, they had a wage loss, and table D—7 indicates 
that the average worker lost about, at about 56 percent of his wages 
which were uncovered; not covered under sickness compensation 
programs. 

The worker under $3,500, the average worker, had 57.9 percent of 
his wages unmet. 

In the $3,500 to $5,000 group, he had about 60 percent of his wages 
unmet. 

Of those over $5,000, the average worker had about 42 percent of 
his wages unmet. _ 

Put in positive terms, 42 percent had wages which were cevered for 
the group as a whole; 42 percent for under $3,500; 40 percent of the 
wage earners from $3,500 to $5,000 were covered under sickness com- 
pensation programs; 57 percent of the wages of those $5,000 or over 
were met by sick leave or sickness compensation programs. 

That higher figure there is the reflection of the greater prevalance 
of sick-leave provisions for the higher salaried group. 

What has this meant in terms of how it affected the employees. 
Of course we do not know, as Mr. Hirschfeld explained. We are not 
yet able to give final indicators,.but here are some of the clues. 

If you will look at table D-8, that shows that 43 percent of those 
who replied to this query said, “Yes, we were saving for a house, a 
car, or a refrigerator, a washing machine, or some such major house- 
hold appliance and wevhad to use those savings to meet the cost of 


the bill. 
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Two percent said they sold something of the nature stated there to 
meet the cost of the illness. Sixteen percent reported that they bor- 
rowed money to help pay for this illness. They may have also had 
to use their savings, or sold something. But, 16 percent reported 
they borrowed money. 

Fifteen percent reported that they were in debt for this illness, 
either to the doctor, the hospital, the clinic, or someone else. 

Four percent reported that someone ‘else «in the family who had 
never worked before had to go to work to help pay for the illness. 
And, 2.5 percent actually applied for assistance somewhere outside 
of the family to help pay the impact of this illness. 

This then is the story of this group of 2,977 employees for this 
period running from somewhere, beginning January 1, 1952, and to 
about the fall of 1953 in these 59 establishments. 

These may be the same findings that we will have for the industry 
as a whole. They may not be, but they could represent clues as to 
what is prolonged illness, who is having it; what is causing it ; what is 
causing prolonged absences, how much it costs and the extent to which 
that cost is being met by the provision in the companies, and the prob- 
able areas of action by the medical departments in the companies; by 
the personnel department; but the company itself in spotting where 
the source of prolonged absences may be able possibly to take some 
action that will cut down both the incidents and certainly the duration. 

Thank you, Mr. Chairman. 

Mr. Beamer. Mr. Werch, you have made a very interesting and 
informative statement. I know that the committee appreciates what 
you have said. All of your statistics will be made part of the record. 

Are there any questions, gentlemen ? 

Mr. Busu. Mr. Werch, you confine your activities pretty much to 
research. 

Mr. Wercn. Yes, sir. 

Mr. Busu. You do not have any suggestions as to a remedy that you 
could give to this committee? 

Mr. Wercu. No, sir. 

Mr. Busu. As tothe nature of these facts, and as to the absence that 
you have referred to. 

Mr. Wercu. The formula Mr. Hirschfeld likes to have us follow 
as we approach this thing is that we are concerned, and ascertain first 
of all, is there a problem. Second, what are the areas in which that 
problem may be found. What are the areas in which we should deter- 
mine whether action is or is not necessary and then try to develop 
the data and facts that may lead to such action and stop. 

I tried to indicate as we have gone through here, where we have been 
looking for the areas of action and what, kind of data we felt, neces- 
sary ; whether the medical department of the company, in the case of 
an employee benefit that was available, in the approach to which 
group, so far as age or sickness was concerned in the terms of adequacy 
of the insurance provision outside of and inside of the plant; the 
availability of diagnostic facilities and we go on in to asking what 
kind of hospital the employee actually hospitalized; and what kind 
of doctors he had; how fast he got to the hospital. There are many 
more things than we are able to give this morning. 
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In other words, we are trying to point out areas in which we look; 
not knowing the best and not knowing the best policies available. 
That is the problem. 

Mr. Busu. And all of this includes what is known as nonoccupa 
tional diseases. 

Mr. Wercu. This is what is known as occupational diseases. Is 
the medical apartment in a position to be interested in nonoccupa- 
tional diseases? Some of them have kept off of that, having been 
warned by attorneys and insurance people that they do not want to 
acquire workmen’s compensation liability here. And, we have asked 
the question, Is it a fact that more and more employers are now pay- 
ing the full bill, for nonoccupational insurance, indicating a possible 
change in that attitude, since they do not have an insurance obliga- 
tion? Is there some medical department in the company that can 
give—that can do something about it? That is capable of making 
an early diagnosis, and making sure that the worker gets the right 
treatment; cooperating with peyate practitioners so as to bring the 
employee back to the job quickly, and readjusting him in accordance 
with the physical demands of his job, in line with his physical abili- 
ties ; shocking with the safety personnel, and checking his environ- 
mental conditions on the job, determining what they may have had 
to do with this nonoccupational disability. 

Those are some of the data we like to dig up data on for possible 
investigations, and we are digging up that data. 

Mr. Beamer. If there are no further questions of the witness, 
we want to thank you on behalf of the committee. All of this infor- 
mation will be printed in the record for the members of the com 
mittee and the Members of Congress, so that they may have access 
to it. 

(The study of prolonged illness, submitted by Mr. Werch, follows:) 


STUDY OF PROLONGED ILLNESS 


PROLONGED ABSENCES DUE TO NONOCCUPATIONAL DISABILITY AMONG 
EMPLOYED PERSONS 


Special tabulation prepared for the Committee on Interstate and Foreign Com- 
merce, House of Representatives, by the Research Council for Economic 
Security, Chicago 


TaBie A-1.—Rate of prolonged absences, by occupational group and sex 


| 
} 


Employees Man-years A bsences Number 
Sa of ab- 
sences per 


| | a 
| Number} Percent | Number | Percent | Number | Percent 100 man 


years 
All personnel............. -er--| 115, 291 100.0 | 80,132 100. 0 2,977 100, 0 3.7: 
Male... _. ..-| 86,512 75.0 59, 254 73.9 1, 913 64.3 a2 
Female__.... | 28,779 25.0 20, 878 26. 1 1, 064 35.7 5. 10 
Total salaried... ....... .| 38,743 | 33.6 27, 452 4.3 25. 0 2.71 
Male oeroenere | 21,687 | 18.8 | 15,178 18.9 10.8 2:11 
Ne ckele tains a 17, 056 | 14.8 12, 274 15.4 14.2 3.45 
Total production... | 76,548 66.4 52, 680 65.7 75.0 4,24 
Male__._- , 64, 825 56.2 44, 076 55. 0 53.5 3. 61 
Female..... 11, 723 10.2 8, 604 10.7 | 7.45 
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TABLE A—2.—Rate of prolonged absences within each duration period, by sex 





A bsences 
Number of absences per 
100 man-years 
D ‘ —— lotal Male Female 
uration grout 


Num- Per Num Per Num Per- 


ber cent ber cent ber cent Votal Male | Female 










Total 2, 977 100. 0 1, 913 100. 0 1, 064 100. 0 3. 72 3. 23 | 5.10 
5 to 8 weeks 1, 623 54.5 1, 055 55. 2 568 53.4 2.03 1.78 | 2. 73 
9 to 13 weeks 756 25. 4 459 24.0 207 27.9 U4 aa 1. 42 
14 to 2% weeks 404 15.6 295 15.4 169 15.9 58 50 81 
27 weeks and over 134 4.5 104 5.4 30 2.% 7 














TABLE B-1.—Distribution of absences, by occupation and sea 


Total Male Female 


Occupation aes — : — tan 
} 
' 


Number Percent Number | Percent Number Percent 


Total. 2,977 100.0 1, 913 100. 0 1, 064 | 100. 0 
Salaried _..__. 744 25.0 321 16.8 423 | 39.8 


Production : 2, 333 75.0 1, 592 } 83. 2 641 | 60.2 


TABLE B—-2.—Distribution of absences, by income and se@ 




















Male Female 
Income group —__——— ——— ae nee — > 


Total 


Number Percent Number Percent Number Percent 

Total 2,977 100.0 1, 913 | 100.0 1, 064 | 100.0 
Under $2,006__ . 77 2.6 29 1.5 48 4.5 
$2,000 to $3,499 1, 508 80.7 639 33.4 869 | 81.7 
$3,500 to $4,909 Os4 33.0 BAS 44.3 136 12.8 
$5,000 to $7,499-- 353 11.9 342 | 17.9 ll 1.0 
$7,500 to $9,999 30 | 1.0 | 30 1.6 0 |--- 
$10,000 and over-_. 25 | 0.8 25 1.3 0 


TaB_e B-3.—Distribution of absences, by length of employment and sex 


Total Male | Female 


Length of employment amen | | | 
Number | Percent | Number | Percent | Number { “Percent 








Total 2,977 100. 0 1, 913 | 100.0 | 1, 064 100. 6 
Under 5 years 800 | 26.8 407 21.3 393 37.0 
5 to 9 years. _.. 678 22. 8 368 19. 2 310 | 29. 1 
10 to 14 years_. 488 16.4 328 17.1 160 | 15.0 
15 to 19 years ‘ 321 10.8 252 13.2 69 | 6.5 
20 to 24 years 219 7.4 168 8.8 51 4.8 
25 years and over 454 15.2 385 | 20.1 69 | 6.5 
Unspecified. 17 .6 5 | 3 12 | 1.1 
Median lengths of employ- | 
ment, years 9.5 12,2 6.6 |. 


| 
: 
I 





TABLE B—4. 


Age 


HEALTH 


Total 


Number 


Total 


Under 25 years 
25 to 34 years 

35 to 44 years 

45 to 54 years 

58 to 64 years _ - 
65’years and over 
Unspecified -. . 


Median age, years 


39087—54—pt. 7-10 





Percent 


INQUIRY 


Mak 


Number 


85 
295 
418 
437 


525 | 


151 


48.1 


Percent 


106 


Distribution of absences, by age and sea 


ae 


Oona 


Femak 


Number 


1, 064 


i 
233 
327 
267 
122 

29 

6 


41.1 | 


100 


21 
30. 


1} 


nw 
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TABLE C-1.—Distribution of absences, by disability groups 


| Total Male Female 
Disability groups onenenner pposionsnenm ‘ T 
| Number | Percent | Number | Percent | Number | Percent 


Total. | 2, 977 100. , 913 , 064 100 
Diseases of digestive system 717 24 539 : 178 16. 7 
Diseases of circulatory system - - 382 12 292 5.3 90 8 
Accidents, poisonings, violence. - - 352 1 239 | 2. 5 113 10 
Diseases of genitourinary system 300 W1 91 209 19 
Diseases of respiratory system _- | 238 156 ‘ R2 
Diseases of bone and organs of movement 211 137 7.4 74 
Neoplasms 137 75 
Diseases of nervous system and sense 

organs | 114 3 2 4. ¢ 32 
Infective and parasitic diseases 73 5 5 ‘ 21 
Allergic, endocrine system, metabolic, 

and nutritional diseases 72 
Mental, psychoneurotic and personality 

disorders 
Diseases of skin and cellular tissue 
Diseases of* blood and blood-forming 

organs .....- hands .| 
Complications of pregnancy -_....- 

Congenital malformations 
Symptoms and ill-defined conditions 
Unspecified _-_. .- 


62 


TABLE C~-2.—Duration of absences in principal disability groups 


Duration (weeks) 


Disability groups Range 


Lowest Highest 


Diseases of digestive system... 

Diseases of circulatory system_._.. 
Accidents, poisonings, violence... 

Diseases of genitourinary system... 
Diseases of respiratory system . 
Diseases of bones and organs of movement .. 
Neoplasms..........- ; 
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TaBLe C-4.—Termination of absences within principal disability groups, by sea 


Disability group 


| Diseases 
Diseases | Diseases | of bones | 
of genito- | of respir-| andor- | Neo- 
urinary | atory gans of | plasms 
system system move- 
ment 


Acci- 
dents, 
potson- 
ings, 
violence 


I'ype of termination Diseases | Diseases 
al of diges- | of circu- 

on tive latory 

system system 


MALE 


| 


Total | 100 100. 0 100.0 | 100 

; aviaeidilll -_ fs antl 

Returned to regular job LF 94. 6 79. § 90. 4 | 9 94.3 | .9 | 

Returned to new job._.. 3.6 2.4 6.5 3.3 3. | 

Resigned (illness = ; 4 

Resigned (other) - 6 3.8 

Permanently disabled ‘ 0 

Deceased : : 5. 0 

Unspeeified d : 


FEMALE 


Total 


100. 0 100.0 100. 0 | 100. 


92.0 ; 95. 2 87. 
1.8 , 0 

4.4 ; 1. 
9 2. ed 

0 0 

0 -« 0 
9 .§ 2 


Returned to regular job 
Returned to new jot 
Resigned (illness 
Resigned (other 
nanently disabled 


~~ et CO RD 


Unspecified 


Total 


100. 0 100. 0 100. 


Returned to work 2 f 93 
Did not return ) 3. 7 : 4.5 
I l 


bt 95.8 
é 3.4 
specified s 





HEALTH INQUIRY 2053 


TABLE C-5.— Detailed. distribution. of absences within principal disability groups 


Number of 


absence 


Group code Disabilities 


(530-587) | Diseases of the digestive system 


(530-539) Diseases of buccal cavity aid esophagus 


(530) Dental caries _. . “ 

(531) sc ioaal Abscesses of supporting structures of teeth : 
(532) ae Other inflammatory diseases of supporting structures of teeth 
(533). . iol Disorders of occlusion, eruption, and tooth development 

ele Diseases of salivary glands 
(638) ..... | Other diseases of buccal cavity 
SE tuhisdimasen val Diseases of esophagus 


(540-545) (he Diseases of stomach and duodenum 


(540)...........| Ulcer of stomach 
(541) Ulcer of duodenum 
ING <htecelvatine Gastrojejunal ulcer 
(543) : Gastritis and duodenitis 
(544) Disorders of function of stomach.-_- 
eshees Other diseases of stomach and duodenum 
(550-553) Appendicitis J 
(550) eat Acute appendicitis 
Ss Appendicitis unqualified 

| Other diseases of appendix 
(560-561) Hernia of abdominal cavity = 
(560) haan Hernia of abdominal cavity without mention of obstruction 
(561) sa lee Hernia of abdominal cavity with obstruction 


(570-578 . Other diseases of intestines and peritoneum 


(570) ~—— Intestinal obstruction, without mention of hernia 
571) Gastroenteritis and colitis, except ulcerative, age 4 weeks and ov 
(572 Chronic enteritis and ulcerative colitis 

(573) . Functional disorders of intestines 

(574 . Anal fissure and fistula 

(575) é Abscess of anal and rectal regions 

(5 Peritonitis 

(577 tala Peritoneal adhesion 7 ‘ ns 
(578) = Other diseases of intestines and peritoneum 
(580-587 Diseases of liver, gallbladder, and pancreas 

(580) .. Acute and subacute yellow atrophy of liver 

(581) Cirrhosis of liver 

(583) Other diseases of liver 

(584) Cholelithiasis 

(585 Cholecystitis without mention of calk 

(586 Other diseases of gallbladder and biliary ducts 
(587 Diseases of pancreas 


(784-785 Symptoms referable to digestive system 
(400-468 Diseases of the circulatory system 
(400-402) Rheumatic fever 


(400)... Rheumatic fever without mention of heart involvement 
(401)... Rheumatic fever with heart involvement 


(410-416) Chronic rheumatic heart disease 


(410) Diseases of mitral valve 
(416) Other heart disease specified as rheumatic 


(420-422) Arteriosclerotic and degenerative heart disease 


(420) Arteriosclerotic heart disease, including coronary disease 
(421) | Chronic endocarditis not specified as rheumatic 
(422) Other myocardial degeneration 


(430-434) Other diseases of heart 


(430) Acute and subacute endocarditis 

(431) Acute myocarditis not specified as rheumatic 
(433) Functional disease of heart 

(434) Other and unspecified diseases of heart 
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TABLE C 


Group code 


(440-447 


440 
442 
(443 
444 


(450-456 


450 
(453 
(454 

455 
(456) 


460-468) 


(460) 
461) 

(462) 
463 

(467 
468) 


(782 


E, N) 


EF 


(N&800-N809 
N810—-N819) 
(N820-N829) 


(N830-N839) ... 
( N840—N848) 
( N&S50—-N856 
(N860-N869 


N&70—-N&79 
N&S80—N&S88 
N&90-N&98 
( N900—-N908 
(N910-N918) 


( N920-N929) 

N940—-N949 
(N950-N9Q59) 
(N960-N979 
(NQ80-N 989) 
(N990-N999 


(590-63 


(590 


(590 
(593 


#00 


(600 
(601 
(602 
(603 
(604 
(605 
(606 

HOS 


609 


(610 


610 
(611 
612 
613 
614 
615 
617 


594 
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Detailed distribution of absences within principal disability 


groups—Continued 
Disabilities 


Hy pertensive disease 


Essential benign hypertension with heart disease 
Hypertensive heart disease with ateriolar nephrosclerosis 
Other and unspecified hypertensive heart disease 
Essential benign hypertension without mention of heart 


Diseases of arteries 


General arteriosclerosis 

Peripheral vascular disease 
Arterial embolism and thrombosis 
Gangrene of unspecified cause 
Other diseases of arteries 


Diseases of veins and other diseases of circulatory system 


Varicose veins of lower extremities 

Hemorrhoids 

Phiebitis and thrombophlebitis of lower extremities 
Phiebitis and thrombophlebitis of other sites 

Other disegses of circulatory system 

Certain diseases of lymph nodes and lymph channels 


Symptoms referable to circulatory system 
Accidents potsonings, and violence 

Accidents, unspecified injury 

Fractures 


Of skull, spine, and trunk 
Of upper limb 
Of lower limb 


Dislocation without fracture 

Sprains and strains of joints and adjacent muscles 
Head injury (excluding skull fracture 

nternal injury of chest, abdomen, and pelvis 
Lacerations and superficial injuries 


Of face, neck, and trunk 
Of upper limb 

Of lower limb 

Of multiple location 


Other 


Contusion and crushing with intact skin surface 
Burns 

Injury to nerves and spinal cord without bone injury 
Effects of poisons 

Effects of weather, exposure, and related conditions-. 
Other and unspecified injuries and reactions 


Diseases of the genitourinary system 
Nepbritis and nephrosis 


Acute nephritis 
Nephritis not specified as acute or chronic 


Other diseases of urinary system 


Infections of kidney 

H ydronephrosis 

Calculi of kidney and ureter 

Other diseases of kidney and ureter 
Caleuli of other parts of urinary system 
Cystitis 

Other diseases of bladder 

Stricture of urethra 

Other diseases of urethra 


Diseases of male genital organs 


Hyperplasia of prostate 
Prostatitis 

Other diseases of prostate 
Hydrocele 

Orchitis and epididymitis 
Redundant prepuce and phim 
Other diseases of male genital 


| Number of 
| absences 





Tktie C—-5 


Group code 


(620-26 


(620 
(621 
(624 
(625 


(626 
(630-637 


(630 
(631 
632 
(633) 
634 
(635 
(636 
(637, 689 


(786 
(470-527 
(470-475 


(471)... 
(472 
(473) 
(474 
(475) 


(480-483 


(481) 


(482 


(483). 


(490-493 


(490 
(491 
(492 


(493 
(500-502 


(500) 
(501) 
(502) 


(510-527 


(n10 
(513) 
(514 
(517) 
(519) 
(520) 
(522) . 
(526) 


527) 


(783) . 
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Detailed distribution of abveentes within’ principal disability 


groups—Continued 


Disabilities 


Diseases of breast, ovary, Fallopian tube ur 
Chronic cystic disease { breast 

Other diseases of breast 

Salpingitis and oophoritis, unqualified 
Other diseases of ovary and Fallopian tubs 
Diseases of parametrium and pelv peritoneum (fer 


Diseases of uterus and other female genital organs 


Infective disease of uterus, vagina, and vulva 
Uterovaginal prolapse 

Malposition of uterus 

Other diseases of uterus 

Disorders of menstruat 

Menopausal symptoms 

Sterility, femal 

Other diseases of female genital organs 


Symptoms referable to genitourinary systen 


Diseases of the respiratory system 


Acute upper respiratory infections 

Acute sinusitis 

Acute pharyngitis 

Acute tonsilitis 

Acute laryngitis and tracheitis 

Acute upper respiratory infection of mi 


Influenza 


Influenza with other 
unqualified 

Influenza with digestive mar 
symptoms 

Influenza with nervous manifestatior 
respiratory symptoms 


respiratory 


ifestatior 


Pneumonia 


Lobar pneumonia 
Bronchopneumonia 

Primary atypical pneumonia 
Pneumonia, other and unspecified 


Bronchitis 


Acute bronchitis 
Bronchitis unqualified 
Chronic bronchitis 


Other diseases of respiratory systen 


Hypertrophy of tonsils and a 

Chronic sinusitis ne 

Deflected nasal septum 

Other diseases of upper respiratory tract 
Pleurisy 

Spontaneous pneumothorax 

Pulmonary congestion and hypostasis 
Bronchiectasis 

Other diseases of lung and pleural cavity 


Symptoms referable to respiratory system 


(720-749 | Diseases of the bones and organs of movement 


(720-727 


720) 


Arthritis and rheumatism, except rheumatic fever 


Acute arthritis due to pyogenic organisms 
Rheumatoid arthritis and allied conditions 
Osteoarthritis (athrosis) and allied conditions 
Other specified forms of arthritis 

Arthritis, unspecified 

Muscular rheumatisn 

Rheumatism unspecified 


Numbe 
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TaBLeE C-5.—Detailed distribution of absences within principal disability 
groups—Continued 


Number of 
absences 


j 
! 
| 
Group code Disabilities 
| 


Osteomyelitis and other diseases of bone and jeint 


Osteomyelitis and periostitis_- 
Other diseases of bone ‘ 
Internal derangement of knee joint 
Displacement of intervertebral disc 
A ffection of sacroiliac joint 
Ankylosis of joint 

Other diseases of joint 


Other diseases of musculoskeletal system 


Bunion. __.. ‘ 6 " c 
(741 Synovitis, bursitis, and tenosynovitis without mention 
tional origin. 
(744)_... Other diseases of muscle, tendon, and fascia 
(746) _.... Flat foot 


of occupa- 


(140-239) __. .| Neoplasms 
(140-199) -.-. Malignant 


(140-148) Of buccal cavity and pharynx 

(150-159) ...... Of digestive organs and peritoneum 
(160-165)... Of respiratory system 

(170-181) Of breast and genitourinary organs Jeu 
(190-199) _. Of other and unspecified sites pienges 


(200-205) Neoplasms of lymphatic and hematopoietic tissues 


(200)... ; Lymphosarcoma and reticulusarcoma 
ae Hodgkin’s disease 
a Leukemia and aleukemia 


(210-229) ..... Benign 


(211)... ose 

(212) ae Of respiratory system 

(213-219) .._. Of breast and genitourinary organs 
(221-229) Of other and unspecified sites 


(230-239) ....... ‘eoplasms of unspecified nature 


Of digestive organs 

Of respiratory organs 

Of breast and genitourinary system 
Of other and unspecified sites 


5 


TABLE D-1la.—Distribution of gross costs, by type of service and location of 
treatment 


Total gross cost 


| 
Percent | Percent Percent 
Grand total... 


Hospital services, total... 
Room and board 
Other charges... 
Unspecified - 

Doctors’ services, total.. 
Surgeons... 
Physicians... 

At home... 
In hospitals. 
In clinics 

In offices... 

Nurses’ services, total... 
In hospitals... 

At home... 

Other services, total 
At home 
In hospitals... 

In clinics 
In doctors’ offices 
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TaBLe D-1b.—Benefits paid, by group plans in effect at establishment and rela- 
tion to gross costs by type of service 


| Paid by group plan 


Service Gross cost ee ay 
Amount | Ferent ot 


$1, 049, 564 


Hospital services, total....................- 524, 966 | 


Room and board. ; - 308, 498 
Other services. - . .. oa ane wat 214, 819 
Unspecified his iia 1, 649 


Surgeons’ services lite : 240, 546 


Physicians’ services..... . , 157, 622 
ET GEO Rccocuncoscaslehbentéadsdee dihaaie b 126, 430 


Tar_e D-2.—Distribution of absences, by type of benefits received from group 
plans in establishments 


Number Percent 


Total_. 2, § 100. 0 


Hospital only.... ee 18. : 
Surgical only _. ‘ ‘ 1, 4 
Medical only 4 
Hospital and surgical. . ; 35 
Hospital and medical_-. 5 
Surgical and medical. - - . 

Hospital, surgical, and medical. . 

None... aadewes ; 

Unspecified... 


TABLE D-3.—Percent of costs paid, by group plans in establishment 


| Claimed 


conte | Gross costs 


Total.. 
Under 25 
25-49 
50-74 
75-99 
100 


TasLe D-4.—Supplementary benefits 


Percent of absentees who received benefits outside of group plan in 
company * 37.5 
Percent of these who received no benefits under group plan in company... 10.2 


1 Absentees who held insurance outside of group plans in company, or received benefits 
from other sources. 


Tas_e D-5.—Distribution and average duration of absences, by gross cost groups 


Number of| Average 
absences duration 


| Numberof| Average 


Gross costs | absences | duration aross costs 





| 
1, 984 | 10.0 || $100 to $299... ° ‘ 571 
—____|_——_|| $300 to $490... -.. / 45 
41 16. 5 $500 to $999__. peusue 3 
7.9 || $1,000 and over 1 


5 


3 
™ 
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TABLE D-—5a.— Distribution of absences, by groas cost groups within income groups 


; g perenne 
Total Under $3,500 $3,500-$4,900 | $5,000 and over 
| 


Gross costs 2 . * — ” —— ee mea 


. . I ws 
Number | Percent | Number! Percent | Number | Percent Nensthe'| Wisdiae 


Total ; : 1, O84 100 , 13: 100. 0 606 100.0 | 245 100. 0 


$0 a . 41 ‘ 2% 1.9 12 2.0 | 2.9 
$1 to $99 . 417 2 24.7 102 16.8 | 3: 14.3 
$100 to $299 : 571 33) 30.0 182 30.1 | f 20.4 
$300 to $499 452 22. § : 21.8 157 25.9 | 19.6 
$500 to $999 381 9.2 17.3 117 19.3 27.7 
$1,000 and over 122 5 4.3 36 5.9 | é 15,1 


TABLE D-5b.—Distribution of absences, by gross cost groups within age groups 


Total Under 4 5 55-64 65-and over 

Gros costs — a 
Num- Per- Num Per- Per Num- Per- Num- Per- 

ber cent ber cent y cent ber cent ber cent 


Total 1, OR4 100.0 O84 100 7( 100.0 411 100. 112 


$0 l 2.1 27 2.7 5 1.1 8 1. { 1 
$1 to $99 i 21 197 2 19.6 4 22. ¢ 31 
$100 to $299 7 28 2 l 24.8 113 27.6 22 
$300 to $499 5 22 23. 4 S4 20) 21 


$500 to $999 Sh] 9.2 170 ‘ 23. 0 77 18 25 


$1,000 and over 1 37 : 3 8.1 35 8. ! 12 
D-5ce.— Distribution of absences, by gross cost groups within duration 
groups 


27 weeks and 
over 


5-8 weeks e 14-26 weeks 


Num- 


ber 


Num- 


it her 


Percent Percent 


4990 100. 


80 l 23 ) 1.2 
$1 to $99 li : 26. 7 ) 16 
$100 to $299 571 4 } 4.3 21.4 
$300 to $499 45 yf 941 17 26 
$500 to $999 l , 13.2 27 


$1,000 and over 1 22 0 3! 7 


> 


Se 
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TABLE D-Od.—Distribution of absences, by gross cost groups within disability 


Gross costs 


Total.. 


% 
$1 to $99 

$100 to $299 
$300 to $499 
$500 to $999 
$1,000 and over 


Gross costs 


Total.. 


$0. ‘ 

$1 to $99 

$100 to $299 
$300 to $499 
$500 to $999 
$1,000 and over 


Total 


Number | Percer 


1, O84 | 100. 


41 2. 
417 
571 
452 22 
381 19 
122 | 6. 


21 
28 
9 


Genitourinary 


| Number 


232 100. 

3 l 
20 Ss 
37 15. 


72 31 
81 35 
S 


it 


Percen 


3 
6 
Q 
0 
0 
9 


groups 


Digestive Circulatory Accidents, etc 


Number | Percent | Number! Percent | Number! Percent 


248 100. 0 


story Bones, etc Neoplasms 


Number | Percent | Number | Percent | Number | Percent 


100. 0 100. 0 


B 1 

> oR 
24 
16 
20 


TABLE Distribution 


D-6. 


Net 


Total 


$0. 

$1 to $99 

$100 to.$299 
$300 to $499 
$500 to $999_. 
$1,000 and over 


TABLE D-7. 


Total 


Percent of uncompensated 


wages ' 
& Num- 


ber 


Total 


2, 977 
329 
246 
489 
246 
293 | 
374 


None 

Less than 25 percerrt 

25 to 49 percent 

50 to 74 percent i, 
75 to 99 percent _. 

100 percent 


Percent 





costs 


income 


Num 
ber 


100.0 


Under $3,500 


Distribution of absences, by percent of uncompensated wages within 
groups 


$3,500-$4,999 


Num- 


bet Percent 


Percent 


QS4 


132 
92 
84 

446 

118 
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TABLE [)-S Economic impact 
Yes anawera 
(percent of total 
replies *) 
To help pay for the cost of this illness, did you draw on any savings that 
you were putting aside for some special purpose, such as to buy a house, 
car, refrigerator, washing machine, or other household appliance, etc?_- 
Was it necessary for you to sell any of your property or belongings to help 


clinic, ete. 

Did any member of your immediate family, who was not working before 
your illness, go to work to help pay the expenses of the illne 

Did you apply for assistance outside of your family; for example, to a 
private welfare agency, to a public agency, or to your church? 


1 Percentages are not additive; some replied “Yes” to more than one question 


TABLE E~la.—Establishments having group plans and number and type of plan 


Establish- Establish- 
ments with ments with 
plans no plan 


Number of 
plans 


Hospitalizatior 
Surgical 

Medical fees 

Sickness compensation 
Sick leave 


TABLE E-1b.—Group plans in establishments, percent financed by employer and 
employee 


100 percent 51 to 99 percent 50 percent 


Employer 
| Employer | Employee and 
| | employee 
| 


9 


Employer | Employee 


| | 
Hospitalization 16 | 22 | 11 | ll 
Surgical _ _- 14 ll 20 10 ll 
Medical fees__. 10 | a ll 1 | 6 
Sickness compensation - - 19 4) 18 3 | 13 
| ' i 





TABLE E-1lc.—Carriers of group plans in establishments 


| 


Commer- 


| 
Blue Cross |Blue Shield} Other | cial 
insurance 


Hospitalization iota en | | ll 
Surgical. ___._- x 20 ll 
Medical fees__.. amet en 14 3 
Sickness compensation < ‘ nobehi ‘ 1 14 
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TaBLe E-1d.—Occupational groups covered, by group plans in establishments 


Hospitaliza- Sickness com 
‘ Surgics Medical fees 6S COE 
tion urgical Tedical fee pensation 


Estab Estab- Estab- Estab- 
| lish Plans | lish- | Plans | lish- lish- 
ments ments ments ments 


Total 58 57 7 34 


All occupational groups 58 5 ‘ 32 
Salaried only 0 ‘ 0 
Clerical and production only 0 0 
Supervisors only 0 l 
Clerical only 0 0 
Production only 0 ‘ l 


TaBLE K-le.—Benefit provisions of hospitalization and surgical plans 


Hospitalization plans Surgical plans 


Number of days 


Room and board 
covered 


Other services 


Maxi- 

mum 
Maxi- fee 
mum Num- sched- 
num- | ber of | uled 
ber of | plans 
days 


Maximum 
allotted 


$35 


High_-..- $500 to $6002 


Largest number of plans.. 5 $120 to $160 
| 


170 hospitalization plans, 67 surgical plans. 

3 Extended illness provisions: Daily rate of $5 for 260 days provided by employee benefit association i 
addition to regular hospitalization plan. One Blue Cross plan provides a semiprivate room and ancillary 
charges for 120 days plus 75 percent of charges for additional 120 days. 

(1) Comprehensive Blue Cross plans and 1 of the commercial insurance policies provide full cost of 
semiprivate room; standard Blue Cross policies require payment of daily fee, usually $1.50, and cover 
balance of hospital charge for semiprivate room. 

(2) Some plans, especially Blue Cross, cover full charges for services (with certain exclusions; e. g., 
Moray, plasma, transfusions). 

One Blue Shield service contract pays the total surgical charges for employees earning less than $5,000 
annually. 

One comprehensive medical service plan provides all surgical services during an 8-month period for those 
earning Jess than $6,000 annually. 


TABLE E-1f.—Benefit provisions of medical-fee plans 


Hospital calls Office visits Home calls 


| Maxi- | Maxi- | Mani- 
Rate |Num-! mum | Num-| Rate | Num-| mum | Num-| Rate | Num-| mum | Num- 
| berof | num-| berof| per | berof| num-| berof! per | ber of | num- | ber of 
plans | ber of} plans | visit | plans | berof| plans| call | plans | ber of | plans 
visits | visits visits 


Low... ae 2 16 
etih in sie: § 2 120 
Largest num- | 
ber of plans. : 21 |'60-70 
| 


Number of plans providing for hospital, office, and home calls 
Number of plans providing for hospital and office calls only 
Number of plans providing for hospital calls only 


1 Most of these plans provide for the maximum number of calls to cover hospital, office, and 
combined. 
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TaBLe E-lg.—Benefit provisions of sickness-compensation and sick-leave plans * 


Sick-leave 


Sickness compensation programs 


Weekly benefits 


Maxi- | : 
—-| “mum *| Num- Peau) a 
Mini. | Num- Num- — oh | wages | dura- 
7 ber of | Maximum | ber of me | vee paid | tion? 
um (weeks | 
plans plans | | 
| 
oak a ——|—_— 
Low $10 3 | $10 1 10 3 50 | l 
High 49 l $60 3 4 60 1 100 60 
Largest number of plans 25 15 | $25 to $40 10 f 13 31 } ‘ 
| 26 20 = 
468 sickness-com pensation Plans; 55 sick-leave pl ins 


421 of the sick-leave programs had definite provisions; the other 34 were on an indefinite basis rhe 
percent of wages and the duration are determined on an individual basis for each absence. 

31 plan provides 50 to 100:percent,-of-wages.for a maximum of 52 weeks. | "plan-provides 100-pereent of 
wages for a maximum of 13 weeks 


TABLE E-2.—Company medical facilities and program 


Personnel on staff of company medical department : Number of 
Medical director : establishments 
Full time... - a 2 a nae lr aa 4 
Part time_-_ sna aaa eactinanigied desc sn cieesisineliinkinpenaaln diel 5 
Physicians: 
Full time__- J a : eatin ieniabiatalbiiescmaneda tania 12 
Part time__ a ne Gee ewe anadaeen 31 
Both full- and part-time physicians cess caiatedatiide Giiemepnisteiabantitaabiitan + 
Bip snemeans Giveeae OF, ernest ee pees 19 
Nurses: 
Full time_- ic dadabaenalicenanrai asad spe snip aiid tipetal aden aide titalak teil meetin 47 
RE CI. ..csnsisiiuiisebihilincaciiibiidae ibinnniie sith saaamnetsthanponmnaaindntnenmandae teat 8 
Both full- and part-time nurses ican a sill fe Sta nhahgie tines esha ti 5 
None s 7 ‘ ei See oj ial eee age Sihpieed ae Siegen 8 
Diagnostic aids available in medical department : 
All listed aids (or more) —- actinic cath ich tin Nin paisa asia Shae 6 
At least 2 of the aids___- 5 wes bk SE ieee a ee bie 15 
Only one of the aids__...-----~~- at retionnnes aterieoteleelataiesarel 1: 
None - ‘ ine sche al ia uiiestenadits 25 
Medical services: Yes No 
1. General physical examinations are given applicants prior to 
OE On cttemceeanddieenatmndiiinaaimmmeiiD we 35 5 
2. General physical examinations are given personnel after they 
RS RE SI a a ae etenge 36 22 
3. Employees are given a physical examination upon their return to 
work after having had a nonoccupational illness____-~_~- 41 17 
4. Medical education programs are conducted for personnel_____ 41 17 


1 Not answered by 18. 
Establishments who answered “Yes” to all 4 items, 22. 
Establishments who answered “No” to all 4 items, 3. 
Mr. Beamer. If there is nothing further, the committee will adjourn 
until 10 o’clock tomorrow morning. 
(Thereupon, at 12: 15 p. m., the committee adjourned until 10 o’clock 
the following morning, Wednesday, January 27, 1954.) 
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WEDNESDAY, JANUARY 27, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met at 10 a. m. in room 1334, New House Office 
Building, pursuant to adjournment, Hon. Charles A. Wolverton 
(chairman) presiding. 

The Cuamman. The committee will come to order. 

Today we were to hear from a very distinguished American who 
had concluded a long, honorable, and heroic career in the United 
States Navy, during which time he played a major role in developing 
eur country’s atomic defenses. Four years ago, upon retiring from 
the Navy as commander in chief, U nited States Atlantic Fleet, this 
man had entered upon a new career of serving his country and his 
fellow citizens by devoting his energy to the improvement of the 
health of the Nation as preside nt of the Health Information Founda- 
tion. The sudden and untimely death of Adm. W. H. P. Blandy a 
fortnight ago prevents us from having the benefit of his knowledge 
und keen insight. 

Here speaking in behalf of the Health Information Foundation is 
a man who was a great and close personal friend of the admiral, and 
in his own right an eminent authority on the Nation’s health. He 
was vice chairman of the commission on financing of hospital care, 
which just recently published a most significant report, and is an active 
member of the citizens advisory committee of Health Information 
Foundation. 

It is with the greatest pleasure that I now introduce to you Adm. 
Lewis L. Strauss, who has consented to give us some time from his 
all-engrossing job as Chairman of the Atomic Energy Commission. 
The engagements that Admiral Strauss has at this time require him 
to be brief in his presentation, and he is limited in the time that he 
can be present with us. 

In connection with the organization for which he will speak I 
would like to have made as a part of the record a list of those who 
are the active participants in the work of this foundation. It is a 
list of some of the outstanding men of our country among whom is 
former President of the United States Herbert Hoover, whom we 
would have been glad to have had present this morning but other 
engagements prevented him from being here. I mention this for the 
reason that the recommendations and findings of this commission take 
on significance and importance as a result of the individuals who are 
directing its endeavors and who are of such a character and standing 


that the report which they have made cannot be ignored nor taken 
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lightly, but must be given the full consideration that it is entitled 
to have, because of the experience, ability, standing and vision of 
those who have participated in its findings. 

Admiral Strauss, we will be glad to hear from you at this time. 


STATEMENT OF HON. LEWIS L. STRAUSS, CHAIRMAN, ATOMIC 
ENERGY COMMISSION, AND MEMBER OF THE CITIZENS ADVISORY 
COMMITTEE, HEALTH INFORMATION FOUNDATION 


Mr. Srravss. Thank you, Chairman Wolverton, and gentlemen. 

I am glad for two reasons for this opportunity to make a brief state- 
ment as you begin today’s session, a session to hear facts about the 
medical expenses and the health protection of American families. The 
first reason is, as the chairman has stated, that I was for many years a 
close friend and associate of Admiral Blandy, who was the first presi- 
dent of the foundation. I served under his as chief of staff during 
part of the war, and his sudden death 2 weeks ago was a shock and a 
great loss to me, to the service, and to a host of people. We all ad- 
mired him profoundly as one of the great men among our Navy’s 
heroes and leaders and as a man of high ideals and great personal 
integrity. 

I know that Admiral Blandy, as president of this foundation, had 
looked forward to making a statement before this committee. In the 
past 4 years he had given himself unselfishly full time to a second 
career, after 40 years of distinguished service to his country in the 
Navy during which he rose to be commander in chief of the Atlantic 
Fleet. His second career he viewed as a continuing contribution to 
his country. He felt that the Health Information Foundation could 
perform valuable services in helping to improve the voluntary health 
facilities and the services which are so essential to the welfare, happi- 
ness, and strength of our people. 

Admiral Blandy, therefore. would have taken great pride in speak- 
ing to you about the facts which are to be presented to you this morn- 
ing, as those facts were revealed in a nationwide survey which the 
foundation has just completed. 

My second reason, which is a more personal one, is that as a mem- 
ber of the citizens advisory committee of the Health Information 
Foundation I have been impressed from the very beginning with the 
purposes and the practical comprehensive program of the foundation. 
i have had a long association and interest in the health field. I 
served on the board of Memorial Hospital in New York, which is our 
jargest cancer hospital there, on the board of the Sloan-Kettering 
Institute, which is a research organization largely devoted to cancer 
research, and on the board of the Institute for Crippled and Disabled. 
whose work is indicated by its title. I was recently also vice chairman 
of the Commission on Financing of Hospital Care, which, as you have 
noted, Mr. Wolverton, has only within the last fortnight made its re- 
port to the American people. The Health Information Foundation, 
incidentally, was one of the principal contributors to the cost of the 
study made by the Commission on Financing of Hospital Care. 

Thus, familiarity with some of our health problems has made me 
recognize the significance of the projects dealing with the social and 
economic problems of health which the foundation has undertaken. 
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The statements which are to be presented this morning to your com- 
mittee provide for the first time in 20 years information regarding 
many of the problems of health care for our people. Without such 
facts up to now we have been guessing about many of the situations 
and needs, and now we have the facts to guide us in our thinking and 
planning. 

For that reason, gentlemen, I should like to commend the Health 
Information Foundation for its nationwide survey of family medical 
costs and health protection, and at this time also I think it is fitting 
that the public-service value of the foundation’s overall program, 
which has been made possible by voluntary financing and by the co- 
operative efforts of the drug industry, be recognized as in the best 
traditions of American enterprise. 

It is my belief that the facts to be presented today are of national 
importance and ought to have far-reaching value in constructive 
planning to meet the health needs of our people. 

That, Mr. Chairman, is the end of my prepared statement, and 
I thank you. 

The Crarrman. Before the questions are asked I would like to call 
to the attention of the committee the Citizens Advisory Committee 
to which I have previously made reference. It is composed of the 
honorable Herbert Hoover, chairman; Dr. Kar] T. Compton, chair- 
man of the corporation, Massachusetts Institute of Technology; 
Donald Douglas, president, Douglas Aircraft Co., Inc.; Dr. L. A. 
DuBridge, president, California Institute of Technology; Ferdinand 
Eberstadt, president, F. Eberstadt & Co., Inc.; Mrs. Hiram Cole 
Houghton, past president, General Federation of Women’s Clubs; 
Allan B. Kline, president, American Farm Bureau Federation; 
Franklyn B. Snyder, president emeritus, Northwestern University ; 
and Lewis L. Strauss, admiral, United States Navy, retired. 

I think the reading of those names will indicate that the statement 
I made at the beginning of this hearing was correct, in fact it could 
have stood more emphasis than was given to it, as an indication of 
the type of individuals who have had to do with the formulation of 
this report. 

Are there any questions, gentlemen? Mr. Dolliver? 

Mr. Dotuiver. As I understand it, Admiral, your organization is 
a research organization and does not contribute to health care in any 
way except as to findings the facts as to the impact on the average 
American family. 

Mr. Srravss. That is my understanding. For the past year I have 
been substantially out of touch with it because of my duties here, 
and if the answer to your question should be incorrect I would hope 
that one of the gentlemen who are active in this organization would 
correct me. It is a research organization, a service organization which 
conducts some studies on its own but largely operates by financing 
competent organizations in the field with their own staffs, such as 
the Commission on Financing of Hospital Care, which provided the 
organization and the Health Information Foundation provided the 
money, guidance, and advice. 

Mr. Dotziver. Thank you, Mr. Chairman. 

The Crairman. Mr. Derounian? 

Mr. DerountAn. From where does your foundation receive its 
funds, generally, Admiral ? 
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Mr. Srrauss. I am going to refer that question, if you will permit, 
Mr. Chairman, to one of the officers of the foundation. I know the 
answer, but it is better that it be authoritative. 

May I introduce Mr. Williamson, the executive vice president of 
the foundation. 

The Cuarrman. Mr. Williamson will be a witness today, as I under- 
stand it. 

Mr. Witu1amson. That is right, and I plan to cover all such state- 
ments as you have asked about. 

Mr. DerountAn. Very well. 

Mr. Strauss. I might only say impartially that the source of the 
funds is public; there is nothing under the table; it is all a matter of 
record, and I am satisfied that. any question along that line can be 
answered to your satisfaction, sir. 

Mr. Derountan. Thank you. 

The Cuatrman. Are there any other questions, gentlemen? 

I have before me different reports of one type and another, and 
statements that have been made in connection with the Health In- 
formation Foundation, which I find contain some very important 
information. As we proceed with the hearing today and the testimony 
of Mr. Williamson and Dr. Hart, I think it will become noticeable that 
these different reports will have significance and could properly be 
made a part of the record in these hearings. 

If there are no further questions to be propounded to Admiral 
Strauss we will proceed with the next witness. 

Mr. Srravss. May I be excused then ? 

The Cuarrman. As you leave us, Admiral, I want you to know that 
we greatly appreciate the interest you have taken which has brought 
you here tod: ay to present to the committee not only your own thoughts 
but those with respect to these others who will appear on behalf of 
the foundation. One of the most encouraging things that the study 
that this committee has been endeavoring to ‘make, : as divulged, has 
been the willingness of citizens of such" high standing as yourself 
and others who come here to be helpful to us in our endeavor to find a 
program that will prove helpful to our people. It is highly beneficial 
to us that we can draw upon the information that has been gathered 
by individuals such as yourself and those associated with you, and 

you should feel that you have made a great contribution, I believe, to 
the welfare of our people. We thank ; you for coming and we thank 
you for the interest you have displayed and your ~ willingness to 
continue to cooperate with this committee, 

Mr. Srravss. Thank you, Mr. Chairman. It has been a privilege. 

Mr. Priest. May I add one word of comment. I want to say again 
that I am sure, Admiral Strauss, that every member of this committee 
shares your feeling of the great loss we have suffered in the passing 
away of Admiral Blandy. 

Mr. Srravss. Thank you, sir. 

The Cuarrman. The next witness will be Mr. Kenneth Williamson, 
vice president and executive secretary of the Health Information 
Foundation. Through the testimony of Mr. Williamson we are 
privileged to hear at first hand today about the work of the Health 
Information Foundation. We all deeply regret the death of Admiral 
Blandy, past president of the foundation. He had planned to appear 
before this committee today, and we shall miss his wise counsel. 
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The purpose of the foundation is to provide the people of the 
country with the facts so they can act intelligently to meet their 
health needs—as individuals, as communities, and as a Nation. The 
research work of the foundation is conducted through grants of funds 
to universities and colleges, to other independent research organiza- 
tions and by the foundation’s own research staff. 

It is most fortunate for this committee that two projects of the 
foundation are now completed and available for our use. One is a 
study entitled “Paying For Medical Care in the U. S.,” made by 
Oscar N. Serbin of Columbia University. It is a study of the various 
ways by which Americans pay for their medical care. 

The second is a study which provides information on the extent of 
voluntary health-insurance expenditures for personal health services, 
utilization of personal health services, and family debts due to the 
costs of personal health services. The findings of this study will be 
of special importance to us. 

I understand that Mr. Kenneth Williamson, executive vice presi- 
dent of Health Information Foundation, will report on the major 
findings of the study and that he will then introduce other members 
of the organization. 

Mr. Williamson, we are eager to hear your testimony. 


STATEMENTS OF KENNETH WILLIAMSON, EXECUTIVE VICE PRESI- 
DENT, HEALTH INFORMATION FOUNDATION; GEORGE SMITH, 
PRESIDENT, JOHNSON & JOHNSON, AND CHAIRMAN, OPERATING 
COMMITTEE, HEALTH INFORMATION FOUNDATION; DR. CLYDE 
HART, DIRECTOR OF THE NATIONAL OPINION RESEARCH 
CENTER OF THE UNIVERSITY OF CHICAGO; DR. ODIN W. ANDER- 
SON, DIRECTOR OF RESEARCH, HEALTH INFORMATION FOUN- 
DATION; AND JACOB J. FELDMAN, HEALTH INFORMATION 
FOUNDATION 


Mr. WitiiAmMson. I am Kenneth Williamson, executive vice presi- 
dent of Health Information Foundation. I wish to express the ap- 
preciation of the foundation for this opportunity to bring to the com- 
mittee’s attention the volume of important information which has 
just been obtained by a nationwide study of American families spon- 
sored by the foundation. The information, we believe, is pertinent 
to the subject of this committee’s discussions. Here with me is Mr. 
George Smith, president of Johnson & Johnson, who is chairman of 
the foundation’s operating committee. Also here is Dr. Odin W. An- 
derson, the foundation’s director of research. Here, too, are Dr. 
Clyde Hart, director of the National Opinion Research Center of the 
University of Chicago, and Mr. Jacob J. Feldman, who will be glad 
to answer any technical questions regarding the conduct of the re- 
search. 

Health Information Foundation was created by leading firms in the 
drug, pharmaceutical, chemical and allied industries. One hundred 
thirty of them have contributed voluntarily each year to finance the 
foundation’s work. It was established and has operated as a non- 
profit, nonpolitical and independent agency. The foundation was 
incorporated in the State of Illinois on July 2, 1949. 
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Health Information Foundation is public service in nature. Its 
work is concerned with the social and economic aspects of health and 
illness. The foundation was established on the premise that if the 
American people can be given the facts on any subject they will act 
wisely on their own behalf, We believe that in most respects we have 
a truly great system of health services in this Nation but that there are 
some definite weak spots in the system. We believe that much needs 
to be done to better inform the people of what is available to them so 
that they can avail themselves of our health services more widely and 
more intelligently. We believe that the public needs to understand 
any weaknesses which exist so that they may contribute to their 
remedy. We believe that the people in individual communities should 
be encouraged and assisted to go as far as they possibly can in solving 
their problems themselves. The foundation has financed several ex- 
perimental projects to help communities. 

As we all know, great strides have been made in eliminating some 
diseases and controlling others. The drug industry has had a con- 
tinuing and major role in this battle against disease. We would all 
agree that it is not enough to have good doctors, fine hospitals and 
wonder drugs. Unless these things are available to the people the job 
is not complete. And so building upon the strong foundation of what 
we have and with real American enter prise, voluntary health insur- 
ance was developed to ease the burden of the family by distributing 
the financial hazards of illness. History may well record this move- 
ment as one of the outstanding social gains of our time, but I hope 
we won’t wait for history to recognize it as such. Any impartial 
judge would recognize the tremendous impact of this mechanism to 
finance sickness costs and its accomplishments to date. There is much 
yet to be done and progress is being made constantly to broaden the 
benefits and make them available to more people. 

Health insurance has become the major means for financing our 
Nation’s personal health services. The implications of this financing 
for hospital care, for example, is thoroughly documented by the recent 
studies of the Commission on Financing of Hospital Care. Your 
chairman and Admiral Strauss referred to this, and we take pride in 
the fact that we were a primary contributor to that study which I 
understand is going to be reported to you in a day or two in some 
detail. Great care must be taken in expanding health insurance both 
in terms of benefits and people to maintain a vigorous movement. 
Certainly any important changes should be based upon facts obtained 
from adequate study and experience. 

This, therefore, is the mission which Health Information Founda- 
tion has taken for itself, to find the facts through sound study and to 
disseminate them as widely as possible. The material to be reported 
to you today is the second major project which the foundation has 
financed, aimed at contributing facts and information which may be 
used to further improve and extend voluntary health insurance. The 
first was a study which the chairman referred to, of “Paying for 
medical care in the United States.” This study was carried out by 
Columbia University under the direction of Professor Oscar Serbein. 

The report provides a well-documented and up-to-date reference 
source. Its detailed analysis of the benefits offered in a variety of 
health insurance contracts, its documentation of expenditures for 
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health services by all levels of government, its analysis of the Nation’s 
health bill, and its conclusions regarding the great need for consumer 
information are all important contributions. Two other research 
— and three public relations projects, all directly related to 
1ealth insurance, we have currently under way. Funds have been 
budgeted for additional projects to be started this year, dealing with 
such problems as the health needs of low-income families, nongroup 
enrollment in voluntary health insurance plans and comprehensive 
services financed on a fee-for-service basis. 

I think these are all subjects which we have noted have come up 
in the hearings so far in this committee. In all, the foundation will 
be spending $1,300,000 for this work. 

Before getting into the details of the project to be reported here 1 
wish to stress that the foundation has as its purpose the gathering 
and dissemination of factual information to the general public, to 
interested agencies and organizations and to public officials. In some 
instances the foundation may undertake directly to apply the results 
of its studies and to develop programs accordingly. Though we hope 
our work will assist directly in the solution of health problems it is 
not the foundation’s purpose to suggest or to recommend legislation. 
I note from a digest of the testimony you have heard that various solu- 
tions have been offered to you. We would observe that there is a great 
need for immediate study and experimentation to support any pro- 
grams developed as solutions. The full significance of the founda- 
tion’s role may be seen perhaps in a recent statement made by Dr. 
Chester Keefer, Mrs. Hobby’s assistant, before the New York Acad- 
emy of Medicine. He stated that “whatever the future may bring in 
specific Federal, State, local or private programs to improve the health 
of the people of the United States, we can be sure that it will reflect 
public demand, and accordingly the level of public knowledge of the 
need for action.” We hope that Health Information Foundation can 
help to insure that the public’s knowledge will be maintained at a high 
level not based upon controversy but upon facts. 

From numerous contracts it became clear to us that though various 
individuals and organizations in the health field report periodically 
upon their activities, there was no recent information which was ob- 
tained directly from the consumer of health services. This consti- 
tuted a serious gap in the body of information available to everyone 
interested in the health of the Nation. Therefore, in consultation 
with various outstanding and recognized individuals in the health 
field, the foundation gave consideration to what were stated to be the 
most serious problems and sought advice as to how the foundation 
could expend its funds and energies with the greatest promise of 
accomplishment. We came to the conclusion that the foundation 
could best serve by concentrating its efforts at this time in the field 
of voluntary health insurance. 

In collaboration with the National Opinion Research Center at the 
University of Chicago, which has an outstanding reputation as a re- 
search organization, the nationwide study was planned. A grant 
was made to the research center, and the broad framework of the study 
was worked out in cooperation with the foundation’s staff, Dr. Clyde 
Hart, director of the NORC, and leading representatives from Blue 
Cross, Blue Shield, and private insurance companies. It was under- 
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stood that the research was to be conducted as an independent project 
with the facts made available as they were found and without any in- 
terpretation by the NORC except as they gave the necessary interpre- 
tation to statinstical tables. The preliminary findings have been 
divided into four sections, each setting forth an important and an in- 
dependent set of facts. These reports, developed from the base tables 
by the foundation’s research director, are attached to this statement. 
Such interpretation as is included is intended to highlight the sig- 
nificance of the material and does not provide either recommendations 
or solutions. The final reports of this study will be completed by fall 
of this year. We note that we were urged to complete the study and 
make available this important information in a summary form at the 
earliest possible date in 1954. Therefore, to speed up the project the 
foundation supplemented the initial grant of $100,000 with a further 
grant of $50,000, 

With your permission I will touch briefly upon some major points 
to indicate the breadth of the study. Following this Dr. Anderson 
will then take up each section of the report and discuss them in further 
detail. We will be pleased to try to answer questions that we can 
which you may have. 

The study covers the distribution of the volume and cost of personal 
health services experienced by families and the extent of voluntary 
health insurance in the United States. The study was planned so as to 
be able to compare the experience of those families having some pro- 
tection through health insurance with those which had none. The 
field work was conducted during June and July 1953, and covered the 
period of the prior 12 months. 

Single interviews were made of 2,809 families in their homes. These 
families comprised 8,846 individuals representing a national sample 
of the population of the United States, subdivided by age, sex, income, 
size of family, rural, urban, occupation, and region. A sample of 
area probability type was used in the study. The representatives of 
the study was checked wherever possible. The estimates derived are 
generally reliable within small margins. Dr. Hart and Mr. Feldman 
will be glad to answer any technical questions you may wish to ask 
about the details of the study. 

The four sections into which the study has been divided are: 

1. Enrollment in voluntary health insurance; 

2. The expenditures for personal health services; 

3. The utilization of personal health services; 

4, Debts among families due to the costs of personal health services. 

Taking Summary Report No. 1, enrollment, some of the highlights 
of significance are: 

1. 58 percent of the population, or 89,500,000 people have some type 
of health insurance. This represents a growth of 83,900,000 in the 
past 15 years. 

2. 57 percent of the population, or 87,400,000 people, have some type 
of hospital insurance. a 

3. 48 percent of the population, or 74,500,000 people, have some sur- 
gical or other medical insurance. (Most of the 48 percent have in- 
hospital physicians’ services other than surgery, and 4 percent, or 
4,900,000 people, have substantially complete physicians’ services. ) 
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4. An analysis of families with some coverage, by income group, 
show that (each of these groups represent about one-third of the 
families in the United States) : 

Under $3,000, 41 percent have some coverage; $3,000—$5,000, 71 
percent have some coverage; $5,000 and over, 80 percent have some 
coverage. 

(There are a good many aged, widows and indigents within the 
$3,000-income group. ) 

5. 70 percent of families in urban areas have some coverage, 57 
percent in rural nonfarm areas have some coverage, 45 percent in rural 
farm areas have sGme coverage. 

6. 80 percent of families with some coverage obtained their policies 
through their place of work or through some other group. 

This, I know, is important to the point you have had brought to 
you repeatedly with respect to individuals in relationship to group 
insurance. 

Summary Report No. 2, the costs, indicated that at the national 
level a total cost of $10,200 million was incurred by families for 
medical and dental services and other services related to health, and 
goods. 

Fifteen percent of this total gross cost of $10.2 billion incurred 
was covered by insurance benefits. A point on that needs to be made. 
This figure is meaningful only when total gross costs covered by 
insurance are broken down by the various services, since dentists, 
medicines and a great deal of nonsurgical physicians’ services are 
not covered by insurance at the present time, and since about 42 
percent of the population do not have any health coverage. 

A breakdown of the cost and insurance coverages are as follows: 


Percent 
Aggregate | Aggregate : 
gross costs insurance o ered by 
incurred benefits " — 
' Dbeneniits 
Rillions Rillions 
Hospitals $2. 0 $1.0 50 
Physicians_- 3.8 5 13 
Surgery 8 ws 38 
Dentists 1.6 (i 0 
Medicine - - 1.5 ) 0 
Other... 1.3 ( 1 


1 Less than $50 million. 


The breakdown of these costs and the insurance coverage indicates, 
in gross figures, that $2 billion was the aggregate cost for hospital 
care. $1 billion of this amount was paid for through insurance bene- 
fits, or a percentage of 50 percent. $3.8 billion was the aggregate cost 
for physicians’ services, and $500 million of that amount, or about 13 
percent, was covered by insurance. The third major item, surgery, 
indicated that the total aggregate gross cost was $800 million, and 
$300 million of this, or about 38 percent, was covered by health 
insurance. 

With respect to family costs the average gross costs incurred by 
families, both those with and without insurance, for all services 
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during a year was around $205. The breakdown of average cost. per 
family by type of service was: 











Dollars | Percent 
Physicians. sa = . : i ‘ | 78 37 
Hospitals_._. on cde ttcekeal 40 | 20 
Meiicines - Pa ' sbie Ma ned deed Ji pitesinspbabbecd dese 31 | 1, 
Other a ; Séiwe , conal 26 | 1 
Dentists_- pies ured bias é wid --==-0-| 33 | 13 


The breakdown of the average cost per family per type of service 
indicated that in total round numbers families incurred an average 
gross cost of physicians’ services amounting to $78, or about 37 per- 
cent of their total gross cost; $40 for hospital care, or 20 percent of 
the gross cost; $31 medicines, or 15 percent of their total bills; $26 
for other services, or 13 percent, and $33 for dentists, or 16 percent. 

The median gross costs for families with insurance was $145, and 
$63 for families without insurance. 

The median means that one-half of the families were over and one- 
half under the foregoing figures. These data indicate that families 
with insurance incur twice the cost of those without insurance because 
of greater utilization and perhaps more expensive services such as 
private room instead of semiprivate rooms and the addition of other 
services which are deemed to be personal to the individual in the 
hospital and which he demands himself, you might say. 

The distribution of costs of personal health services by percent of 
family income is most striking. This indicates that 5 percent of the 
families, or 2,500,000 families, incurred costs of 20 to 49 percent of 
their incomes; 1 percent, or 500,000 families, incurred costs of 50 to 
99 percent of their incomes; and 1 percent, or 500,000 families, in- 
curred costs equaling or exceeding 100 percent of their incomes. This 
table should afford a measure of catastrophe wherever one wishes 
to draw the line. This means 7 percent, or 3,500,000, of the Nation’s 
families had medical expenses totaling 20 percent to 100 percent 
of their incomes, or more, during the period of the study. 

The next item under costs is the proportion of costs covered by 
insurance. This indicates that 89 percent of gross hospital costs 
covered for 50 percent of insured families receiving services; 75 
percent or more of gross surgical costs covered for 50 percent of in- 
sured families receiving services; 60 percent or more of gross obstetri- 
cal costs covered for 50 percent of insured families receiving services. 

The third report, summary report of the study, is devoted to 
utilization. First, with respect to this is hospital care. 

1. The admission-to-hospitals rate for those with insurance was 13 
per 100, and for those without insurance 10 per 100. This under- 
scores the fact that people with insurance utilize hospital services 
more than those without insurance. 

2. The average number of hospital days per 100 persons with in- 
surance was 110 days, and per 100 persons without insurance was 
80 days. 

3. In the family income group over $7,500 of the hospital admission 
rate is equal for those with some insurance and those without insur- 


ance. 
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Hospital admissions by income groups reveal a great difference 
between those with insurance and those without insurance until you 
reach the family income of $7,500. 

4. Hospital admission rate: 


Hospital admission per 
100 people 


Location a re = 
With | Without 
insurance insurance 
Urban... ; 7 * 4 12 | 9 
Rural nonfarm . i ‘ boaiie 14 11 
Rural farm. ‘SH ‘ 17 y 


The hospital admission rate by locations is important. It indicates 
that, for people living in an urban area, the hospital admission rate 
ver 100 people for those with insurance was 12, and for these same 
Families, urban families without insurance, it was 9. For the rural 
nonfarm families, their hospital admission rate per 100 was 14, and 
for those without insurance it was 11. And in the rural areas, which 
is the highest, interestingly enough, it was 17 per hundred for those 
with insurance, and 9 w ithout i insurance. 

There is little agreement as to what constitutes a good or desirable 
hospital rate, but ‘it is clear that hospital insurance increases the ad- 
mission rate. A surprising fact in the rural-urban rates is that rural 
farm families with insurance have a higher admission rate than 
urban families with insurance, contrary to usual opinion that farmers 
are less inclined to be hospitalized than people in urban areas. 

The utilization broken down by surgery performed shows that in 
families with surgical insurance the number of surgical procedures is 
7 per 100 persons, and in families without surgical insurance it is 4 
per 100. 

The difference in the number of surgical procedures appears only 
when insured and noninsured are compared and is almost constant in 
each income group. 

As in hospital admissions, there is little agreement as to what con- 
stitutes a good or desirable surgical rate, but it is clear that insurance 
increases the amount of surgery performed. 

The utilization by dental services is the next step. 

Thirty-four percent of the people consult a dentist in a year. 

The percentage of persons in families in each income group seeing 


a dentist : 
Percent of 


Income persons 
I ah al hed Meter enatnahensencencietincanness seat atabeaemaa tn a i oe . 17 
2,000 to $3,499__....__- ce a A AE il a ah Ee go iat atk a esnlignatel 23 
$3,500 to $4,999_________  cinheestalabealinaststiaillo Ddidiestesdibapliasienciieadbetadiets Stahl tehdtadats bk dieaiadeiis tes 33 
AINE: a 8 i a ed et el gt 43 
Se IRE MOIR a cccahithipite ts cnepniiesineitiencpeptaakipsinaeteisilabine chit etetlaaitin atta itadacanincs 56 


The percentage of fausitien i in each income group seeing a dentist 
indicates an amazing line of progression in relation to people’ s in- 
come, running from those with an income of up to $2,000, 17 percent 
of them see a dentist in a year; to those persons with an income, or 
families with an income of $7,500 and over where 56 percent of them 
see a dentist in the year. 
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Summary report No. 4 deals with family medical indebtedness. 
Several of these highlights are: 

Among all families 15 percent are in debt to hospitals, physicians, 
dentists, and other providers of medical goods and services, and 2 
percent owe $195 or more. 

2. In absolute terms this means that approximately 7.5 million fami- 
lies have a medical debt and about 1 million families owe $195 or more. 

3. The average debt among families for bills owed to hospitals, 
physicians, dentists, and other providers of medical goods and serv- 
ices is $121. 

The national total debt to hospitals, physicians, dentists, and to 
other providers of medical goods and services is $900 million. When 
debts to financial institutions and individuals are included the total is 
$1.1 billion. It indicates that 16 percent of all families owe a total 
debt of $1.1 billion. 

5. A greater proportion, 21 percent, of the families with children 
have a medical debt than those without children. 

6. Four percent of the families reported borrowing from financial 
institutions and individuals to pay charges for personal health services. 

The greater the proportion of family income paid out for per- 
sonal health services the greater is the likelihood that the family seeks 
a loan to pay for these bills. 

Medical indebtedness excludes bills that were expected to be paid 
shortly after the family interview. 

In an overall appraisal of the results of this study we would like to 
point out 14 factors before Dr. Anderson discusses the details of each 
section of the report, briefly: 

That a sizeable portion of the population is not yet protected by 
health insurance. Apparently a good many people have not yet ac- 
cepted the insurance principle for financing their health needs. 

Those persons not now protected are going to be the most diffi- 
cult to enroll because of the factors of cost and administration. 
Many of them are also those that need it most. 

Though a large segment of the population has health insurance 
there are important differences in the extent of protection purchased. 
More people need health insurance. Many people need better health 
insurance. 

The public needs to be better informed about illness costs and the 
kind of health insurance required for adequate protection. 

The insurance problem for those persons fortunate enough to be 
associated with a group or a single employer is much simpler than for 
those not so situated. 

6. Hospital insurance is providing the greatest amount of protection, 
— it is significant that this is where service benefits are most prevalent. 

The insured families receiving surgery are paying a sizable co- 
insurance amount for doctors’ services. This is the area where cash 
indemnity is most prevalent. The reasons for this should be studied, 
particularly to determine whether the income levels set for service 
benefits are too low and whether the fee schedules established are not 
adequate. People need to be assured that they are receiving a sufficient 
return for their insurance premiums. 

8. In spite of the oft-repeated statements that a good many families 
complain they can’t pay their sickness bills and at the same time in- 
dulge themselves with tobacco, beverages and television, this study 
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documents the fact that a significant number of families suffer 
genuine hardship out of all proportion to their income. We should be 
_ to do more than is now being done to bring them relief. 

Though it would appear to ‘be uneconomic for some of the popu- 
letion to see e the ordinary services of physicians such as house calls, 
office calls, et cetera, through insurance, it is clear that these costs 
accumulate . become the catastrophe for families in the lower income 
levels. The possibilities for health insurance meeting this need of 
these people should be explored. 

10. It would appear that the impact of illness upon families affects 
their pocketbooks for numerous expenses not contemplated in health- 
insurance programs. The need for supplemental income is 
emphasized. 

Undoubtedly, the generally available insurance programs which 
are considered adequate are carrying a financial burden which would 
otherwise be catastrophic to many of the families now protected. 
Perhaps we need to redefine our use of the term “catastrophe” so that 
attention will be directed at the problem of those persons who really 
suffer a major catastrophe. Properly isolated, this problem should 
be subject to solution. 

As yet we seem to continue in much of our planning to consti- 
tute children as a burden. The study shows that the illness problems 
are relatively great for those families having children. Many have 
lower incomes, more illness, greater costs proportionately, and the 
largest debts. 

13. It is clear that in spite of all the mass statistics and the averag- 
ing out of the costs, illness is a personal experience and it is the effect 
upon individual families which must be considered. Otherwise it is 
easy to feel that those suffering real hardship are too small a propor- 
tion of the total population to be a problem. Therefore, it. would 
seem wise that any consideration of government participation should 
certainly be arranged at that level of government which is closest to 
ss ae idual fs imily and its health problem. 

The first problem in overall planning of health services is to find 
ihe ‘dev’ ice through which they can be made available. There is con- 
clusive proof that within the vohant ary health-insurance organiza- 
tions we have such a device. Therefore, we need to find out how to 
use it further to meet the problems which it can if given the oppor 
tunity. This will require understanding and the honest support of 
most of us. If from the hearings of this committee you can point out 
for Health Information Foundation and for all other organizations 
in the health field what you believe are the health problems to which 
our attention should be directed it will help materially and assist in 
getting action more quickly. 

I have given you some of the major highlights of this nationwide 
study, and, Mr. Chairman, with your permission, Dr. Anderson will 
interpret in more detail the facts in each of the four reports. 

Mr. Douuiver (presiding). We thank you for your very interesting 
report, and I am sure every member of the committee joins me in com- 
mendation for that report. 

In answering any questions you may call on your colleagues if you 
care to. 

Mr. Hrsevron / 
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Mr. Hesevron. I was interested in that sentence in the thirteenth 
point of your appraisal where you said: 

Therefore, it would seem wise that any consideration of government participa- 
tion should certainly be arranged at that level of government which is closest to 
the individual family and its health problem. 

Would you care to go a little further in connection with that? 

Mr. Witt1aMson. Well, we would divide the problem, say, into two 
areas, that of finances and that of administration, and though there 
may be participation in the financing, if there has to be, by different 
levels of government, what we mean is that the administration and the 
expenditure and control be carried out locally at the level of govern- 
ment closest to the people, to the families. 

Mr. Hesetron. Does that apply to such proposals as the President’s 
recommendation with reference to insurance ¢ 

Mr. Wixx1amson. I am not really in a position to state because I 
don’t think we have seen the details of how they plan to carry out that 
broad intent emphasized by the President. 

Mr. Hesevtron. That has not been established in that connection ¢ 

Mr. Wituiamson. No. I have read statements that have appeared 
in various journals commenting upon the various bills submitted by 
Mr. Wolverton, for example, yes. 

Mr. Hesevron. I would think, Mr. Chairman, that it would be 
mighty helpful to have further comment on specific legislation that 
has been submitted to this committee in connection with the dis- 
cussions we now have in the record. Would you be willing to under- 
take to look at legislation that has been filed or that may be filed and 
let us have the benefit of your further comment on it? 

Mr. Witttamson. Well, I personally am not in a position to do 
that, and I doubt if the foundation is because our area of interest, as 
a matter of fact our charter does not allow us, and as a matter of 
policy we don’t indulge in the discussion of specific legislation or the 
development of it. I do not know, therefore, that I am competent, 
sir, to comment upon the legislation definitely. 

With respect to reinsurance, as an individual—and the others may 
wish to comment on that just generally—it would seem to me that there 
is need for clarification as to just what is m mind with respect to 
reinsurance. In my own mind I am not clear just what is meant. 
And I say for this reason that health insurance is, from an insurance 
point of view, related to insurable risks, and, as I understand rein- 
surance, reinsurance would underwrite insurable risks, and a large 
part of the problem deals with people that are not insurable or don’t 
present an insurable risk; they just have a health problem. 

Mr. Hesetron. Thank you. 

Mr. Do.iiver. Do you have any questions, Mr. Rogers? 

Mr. Rocers. I was interested in the statement you made in your 
statement that “the people need to be assured that they are receiving 
a sufficient return for their insurance premiums.” 

Now, by what method could this information be given to those 
people? 

Mr. Witi1amson. We would believe that one of the problems bas- 
ically, as we have seen it in this country, is that the public itself is 
not adequately informed as to what the problem of health is, and 
health insurance, and what they should look for, and that perhaps 
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there ought to be a set of, at least, criteria or standards that would 
guide people so that they know what they are purchasing or what 
rel: ationship it bears to their illness costs. 

Mr. Rocers. Who should give out that information? The Gov- 
ernment or the various groups ¢ 

Mr. Wituramson, I would think that the various voluntary health 
organizations have a major responsibility in that line. Incidentally, 
it is an area in which the Health Information Foundation itself is 
greatly interested, and 1 would hope that some time we might assist 
in that direction. 

Mr. Rogers. Would you have some disagreement with the various 
organizations as to what they consider the criteria or standards as 
to what an insurance policy should contain ¢ 

Mr. Wiartamson. There would be some difficulty in arriving at 
such a set of standards, but it is not impossible, and I think, from 
the relationships we have had with those groups, that a set of criteria 
could well be developed, and one which they would adhere to. 

Mr. Rocers. If you were asked to furnish this committee with your 
idea of what the criteria or standards would be, what would you say ? 

Mr. Witxramson. Well, I would say that—and this would have to 
be worked out specifically—for example, in hospital care the Commis- 
sion on Hospital Financing is going to bring to you specific areas of 
hospital bills which are covered by hospital insurance, and they indi- 
sate percentages of the bills which are paid and are not paid. I think 
through a study of those figures you could arrive at standards of 
hospital insurance. For example, it should cover so much for the 
room, it should allow so much for drugs and dressings and surgery 
and so on, which, overall, would be known and would cover the aggre- 
gate costs involved. 

There are quite a number of health insurance organizations, as the 
figures indicate, that are now approaching, if not all, very nearly all 
of the hospital bill. So I think you could take what they are doing 
and establish standards pretty well. 

Mr. Rogers. Thank you. 

Mr. Dotutver. Are there other questions? Mr. Thornberry ? 

Mr. THorneerry. Let me ask you this: there has been some testi- 
mony before this committee about the effect of these various voluntary 
insurance plans on the cost of medical care generally. Has your 
foundation given any study or given any consideration to conducting 
a study as to whether or not this has been true, that is, that when you 
have, say, a group insurance plan saying it covers certain scheduled 
costs, there has been testimony that as a result of this it is found that 
the costs of medical care go up, and that this particular plan does not 
take care of the costs of the care that were originally contemplated. 

Mr. Wriiztamson. Well, the figures revealed in the study indicate 
that in some areas health insurance is covering a large segment of the 
bill, the total bill which confronts the patient, and in some other areas 
it is not. There is a diversity, and I think, Dr. Anderson, you might 
comment on the specific statistics related to that. 

Mr. Trornuerry. Is he going to testify later? 

Mr. Wii1Amson. I don’t know. The chairman indicated that I 
might refer to my research director if you would like to have him 
answer it. 











2078 HEALTH INQUIRY 


Dr. Anverson. I gather that the question you are asking is: To what 
extent insurance has inflated the cost of medical care. 

Mr. Tuornperry. Yes. 

Dr. Anprerson. We have no information on that at the present 
time as to what degree hospitals charge more and to what degree 
physicians and surgeons charge more because of insurance. Is that: 
your question ¢ 

Mr. Tiornperry. Yes. 

Dr. Anprerson. We have no information on that. It certainly is a 
crucial question, obviously. 

Mr. Trorneerry. Is it contemplated that the foundation will go 
into that question ? 

Dr. Anperson. Yes, sir. 

Mr. Wiu1amson. We do have, as pointed out, the total figures, 
which indicate that for those people who have insurance the total gross 
costs are greater, and that is because they get more services too, largely. 

Mr. Tuornserry. If we are going to go into a field now of reinsuring 
existing plans and generally going to go into that field and it is going 
to inflate the cost of medical care, what happens to the great group 
who, for one reason or another, cannot become members of groups? 
That is the thing that makes it crucial, as you say, when you go into 
this question. 

I would like to ask you one question, and you will forgive me if I 
appear just a little bit uninformed. I want to know, when you refer 
in your statistics to 13 per 100 and 10 per 100, does that mean that out 
of 100 people 13 of them went into a hospital and were covered by 
insurance, and 10 out of the same hundred were not ? 

Mr. Wiiiiamson. Ten out of any hundred. 

Mr. THorNnserry, That does not mean a hundred people that go to 
a hospital ? 

Mr. Wiixiamson. No, no. 

Mr. THorNBeERRY. You mean you just took a sample of one hundred 
persons. What I am trying to find out, just starting out without 
saying anything, is this: you say 13 per hundred. I don’t remember 
where it is in your statement. One place you talk about 15 percent, 
and all of a sudden I run into this statement that there are 13 per 
hundred and 10 per hundred. What I want to know is an example 
of that one statement. Is it that where there are 100 persons 23 of 
them went to a hospital ? 

Dr. Anperson. Out of 100 persons who had insurance 13 of them, 
or 13 percent, were admitted to a hospital; out of 100 persons who did 
not have insurance 10, or 10 percent, went into a hospital. 

Mr. THornperry. Let me look at this a minute. This is summary 
report No. 3, utilization, hospital care: 

The admission rate for those with insurance was 13 per 
hundred”— 
that means 13 persons out of 100 persons having insurance? 

Dr. Anpverson. Right. 

Mr. Tuornserry. “And for those without insurance 10 per 
hundred.” 

That means that 13 percent of those 100 that have the insurance 
went into a hospital. 

Dr. Anperson. Right. 
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Mr. TrHornserry. And 87 percent of those having insurance or 
hospital care did not go into a hospital d 

Dr. AnvErson. Right, 87 percent. 

Mr. THornperry. ‘That is rather amazing, that you have 100 people 
who carried hospital insurance and 87 percent of them did not go in. 

Dr. Anverson. That is right, yes. 

Mr. THornBerry. In what period of time? All periods of time? 

Dr. Anprerson. In 1 year; 12 months. 

Mr. Wiitramson. That underscores the principle on which Blue 
Cross, for example, was established. They only knew 2 figures, and 
that was 1 of them. On analyzing of hospital admissions that is the 
figure they chose, was 10. The whole basis of Blue Cross was the 
figure that 10 people in a hundred would go into a hospital in a year 
and would stay an average of 9 days. 

Mr. THornperry. That is very interesting. 

Mr. Dotiiver. Mr. Chairman ?¢ 

The Cuatrman. Mr. Dolliver. 

Mr. Dottiver. I just want to point up one thing about your inquiry. 
This is based upon a sampling procedure, is it not, of some 8,600 
families? 

Mr. Wituramson. That is right, 8,600 individuals in the families. 

Mr. Douuiver. And how many families? 

Mr. Witi1amson. 2,800 families. 

Mr. Dotiiver. I just want to inquire where these families were 
from. Were they all from one area or was it a countrywide or nation- 
wide survey ? 

Mr. Wiuiiamson. Mr. Chairman, Dr. Hart, who conducted the 
study, can give you the detailed information on that. 

Dr. Harr. The s: ample was a national sample, set up using exactly 
the same methods used by the Bureau of the Census in the current 
population survey or its monthly estimate of the labor force, exactly 
the same methods used by the Federal Reserve in its studies of con- 
sumer expenditures, It is a sample of what we call the “area prob- 
ability” type, which means that we select by statistically controlled 
random methods the families that are to be included in the sample. 

Ideally a good sample would give every family an equal chance 
being included in the sample. At least we would want a sample that 
would give every family a known chance of being included so we will 
know how much to weight the results. 

But the sample that was used in the study, incidents uly, is rather 
fully described in last year’s hearings on the State Department of 
supply bill before the Senate committee as an appendix in that study, 
because the question arose as to the kind of sample that was used in 
our work, and I submit that estimate that is printed in the back of 
that volume. So any of you who want to see in more detail exactly 
how the sampling was drawn technically will find the statement there. 

All together, the sample extended to some 143 economies through- 
out the country and in 39 States, around 300 localities. 

Mr. Dotiiver. The reason I raise that question is this: To a lay- 
man that perhaps seems a bit doubtful to draw conclusions for 160 
million people based on in interviewing 8,500 people, and I just wonder 
if this method of making deductions or statistical formulas is gen- 
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erally accepted by statisticians and actuaries and people in that 
business ¢ 

Dr. Harr, If I may speak to that—— 

Mr. Dotiiver. Yes, I want you to. 

Dr. Harr. The answer to that question is yes. The best statistical 
methods known of drawing a sample of reliability is demonstrable 
theoretically on mathematical statistical grounds, and it has been 
demonstrated in a large number of studies. In the materials which I 
think have been supplied to you you will find one document that com- 
pared the sample, the distribution of certain characteristics like age, 
sex, and so on in the sample, with the general population as derived 
from the Bureau of the Census of much more complete enumerations. 
There is a series of some several tables there that make these compari- 
sons. Now, those tables show that with respect to those characteristics, 
at least, the sample is remarkably like the total population of families 
or individuals in the country. Of course, that does not necessarily 
prove that in all other repsects the sample would be exactly representa- 
tive, but that is the chance we have to take with this kind of procedure. 
So, within very narrow limits, I think the estimates here are quite 
reliable. Wherever they could be broken up for total population 
and checked with figures derived from other sources they checked 
very closely. 

Mr. Dottiver. I am wondering, too, if this sampling would indi- 
sate, and so far as I am now able to detect it does not indicate, any 
variation in different parts of the country. Or did you undertake to 
make any such studies as compared with different sections of the 
country ? 

Dr. Hart. There are some summarizations that have been pre- 
pared that make the three levels of urban-rural breakdown, and also 
some that show local. I am not sure that any are included in these 
materials now. You see, a great deal of the analysis still has to be 
done, the detailed analysis on these, and then in the final report ques- 
tions of that sort will be gone into. We can get breakdowns by size, 
and category of the different communities as well as by geographical 
location. But because of the urgency for general information the 
results, as prepared up to this time, are released. These are final 
results, but they are not complete results by any means. 

Dr. Anperson. There is a breakdown in Report No. 1 by region, the 
extent of coverage by regions, Northwest, South, Central, and Far West 
and so on. 

Mr. Dotirver. Mr. Heselton has now called my attention to that. 
Thank you very much. 

Now I would like to direct another series of inquiries or series of 
questions to Mr. Williamson with respect to developing a little further 
what you were saying to one of my colleagues, Mr. Rogers. As I 
understood you, you indicated that your contacts with the various 
carriers of this type of insurance for both health and hospital insur- 
ance and medical care indicated that some standard might be arrived 
at above the illness which you termed catastrophic. Is that correct? 

Mr. Wixtiamson. Yes. 

Mr. Dotitver. How far has that inquiry gone, and how close are 
those various insurance carriers to some standard or understanding 
in that respect ? 
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Mr. Witiiamson. Within the last year there have been developed 
an increasing number of so-called catastrophic programs, major med- 
ical insurance contracts, by a number of the large insurance companies 
so that the experimentation on that point, you may call it, is well 
underway. And the first program of that sort was in General Elec- 
tric, I believe, among their employees, the experience beginning first 
with the upper echelons in personnel and then being extended to the 
entire group. 

Now a good many firms have major medical expense in the imme- 
diate future, I should think, and I would not be a bit surprised but that 
the commercial insurance companies are already doing it. They will 
be finding out what levels hit various income groups, and at what 
point the “[IIness becomes a major catastrophe. 

Mr. Douutver. | was trying to relate that to the proposals of Presi- 
dent Eisenhower about the reinsurance of cat: ustrophic illness. Ob- 
viously, or at least it seems obvious to me, any such insurance program 
would have to find a level at which in any category of income group 
it would be considered catastrophic. If you are going to have a na- 
tionwide reinsurance program some standards must be set, and I am 
hoping that the people who are in this kind of business will find some 
such level that can be universally applied not only with respect to 
income groups but with respect to the various regions in the country 
and to include all age levels as well. It seems to me that that kind 
of a standard is absolutely necessary before we can set up any kind 
of health reinsurance program. Is that your conclusion ? 

Mr. Wii11amson. Certainly, I think we would all agree that there 
would have to be some standard for the basic insurance program to 
reach beyond which you add the catastrophe. As our study indicates, 
the catastrophe is differont in many ways, it is different for different 
families and it is different for different income groups. So you can- 
not say that there is any one catastrophe for the nation; it is a many- 
variety type of catastrophe, and a program to take care of that catas- 
trophe will have to take that into consideration. 

I should think the one thing we would point out is that the base 
insurance programs should be as broad as they possibly can be before 
you go beyond them to a catastrophe. I know 1 figure we have heard 
is that in 1 of the large Blue Cross plans, in a big industrial area 
they pay a bill every 80 minutes of each working day of over $1 000. 
And that is a base program. So I would say on that basis they are 
already paying for the catastrophes of a lot of people. 

Mr. Doturver. In other words, you are saying that you consider ¢ 
medical and hospital bill of $1,000 pretty much of a catastrophe for 
particular families ? 

Mr. Witxtamson. Yes. For lots of families. 

Mr. Dotttver. For lots of families. 

Mr. Wittiamson. Yes. 

Mr. Do.ttver. There is one matter I always allude to because of the 
district I represent. Mine is a rural district, and many of these ow 
grams which you have studied have applied principally to the area 
of the country where there are large industrial plants where Lotbedi 
or union programs are in operation, Have you given any separate 
study to the question of coverage for rural areas where there are no 
such widespread organizations to be covered as a group? 





2082 HEALTH INQUIRY 


Mr. Witiiamson. We are doing so. Dr. Anderson has laid out, 
and our Mr. Smith and his committee, who control our funds, have 
approved the expenditure of funds to do some studies in this very 
area this year. We have had under way now for a number of months 
a research project in a county in Mississippi, which is aimed largely at 
the very problem you point out, of what can be done to saturate an 
area with voluntary health insurance and what are the problems 
involved. 

I must say that the health insurance organizations, many of them, 
have done a good deal of experimentation. Some of them have sizable 
numbers of the people in rural areas adjacent to their plans covered. 
As we have pointed out, they are all unanimous in saying that the 
difficulties are how to reach these people, how to collect from them, 
and how to administer the program, in other words. They are dif- 
ferent than when you have an employer. It becomes a casual thing 
once you are in it In a company; it comes out of your pay check, you 
know, and you don’t have to worry about it. 

You have the problem of reselling and re-collection constantly, the 
groups break down, and it is the administrative problems which need 
to be overcome. 

Mr. Douitver. You call attention to the fact that more than half of 
the population of the country is covered by one kind or another of 
health insurance. Is it not-actually true that the industrial group has 
a far greater percentage of coverage than the rural group or the 
individual group ? 

Mr. Witi1amson. Our figures indicate 80 percent of the total cov- 
ered are in groups. 

Mr. Doutiver. So one of your great problems in this field is to cover 
these people who are not connected with any group. Is that not true? 

Mr. Wiiuiamson. That is right. 

Mr. Dotuiver. Particularly ina rural area. 

Mr. WitataMson. Particularly in rural areas. 

Mr. Douttver. Now just one other thing, and that is the question of 
preventive medicine. Am I wrong in saying that your study has not 
included the subject of preventive medicine, but, more, is for the pay- 
ment of hospital and medical bills after a sickness occurs? 

Mr. Wiiitamson. It includes those families which have what is 
called comprehensive care, which supposedly offers preventive medi- 
cine, physical examinations, and other aspects of preventive medicine. 
But the subject of preventive care is not-correctly studied. Dr. Ander- 
son may want to comment on that. 

Dr. Anperson. The only thing I have on that is we have informa- 
tion on the distribution of families of what we call other physicians’ 
services, other than surgery and obstetrics. And we find in that 
that around 6 percent of the families incur costs of $195 or more in a 
year, which is equal to the hospital costs ; 6 percent of the families incur 
a cost of $195 or more in a year, other physicians’ costs; 3 percent incur 
surgical costs exceeding $195 a year. So it is an important problem 
in the respect that the other physicians’ costs, operating diagnostic 
service, home and office calls, the average charge for the individual 
item is small but a multiple of these charges apparently does accumu- 
late to a fairly sizable amount for many families, particularly low- 
income families in a year. 
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Mr. Dotriver. Once in a while, as was pointed out in Mr. William- 
son’s statement, those ordinary charges can accumulate to the point 
where they become catastrophic. 

Dr. Anperson. Yes. 

Mr. Smiru. I would like to point out that while your question is not 
directly covered adequately by these reports, we do have other research 
projects in the foundation that do cover it. I think it would be quite 
interesting for Mr. Williamson to comment very briefly on the study 
having to do with followup on health examination of children in 
schools, and a report that is soon to come out. 

Mr. Wixtiamson. Yes; we took up the problem alluded to here as 
to children in their annual physical examinations in schools, the schoo] 
health examinations—and 39 States have legislation requiring such ex- 
aminations—looking at the figures as to why there was such a low 
percentage of improvement. In other words, the figures indicated that 
in a large number of States action to correct known health deficiencies 
was only taken by about 50 percent of the parents. The figures ranged 
up and down. We wondered why it was so low. So in 20 communi- 
ties in Pennsylvania we financed through grants projects to try and 
document why it is and what can be done to correct that situation, and 
those studies are going to be published very shortly, and we are going 
to bring them to the attention of the school systems and public officials 
and public health bodies through the Nation, indicating some of the 
things that were found effective in obtaining a higher rate of correc- 
tion among school children. 

Mr. Dotutver. Thank you, Mr. Chairman. That is all. 

The CuatrmMan. Are there any further questions? Mr. Roberts? 

Mr. Roserrs. Mr. Williamson, on page 12 of your statement, under 
paragraph 5, you say that insurance problems of those persons for- 
tunate enough to be associated with a group or single employer is 
much simpler than for those not so situated. Now, in connection with 
the private companies plan, I received a letter the other day from a 
teacher in my State and she pointed out that her objection to the plan 
was that when she had an illness or series of illnesses and used the 
benefits of that policy her experience had been that the company 
usually wanted to cancel. 

Now, do you uncover many complaints of that type? It seems to 
me that the only time insurance would be any good is when you 
need it. 

Mr. Wiuiamson. We have not made any study as to the extent of 
it. I could comment on what I hear, and we hear, as we are in the 
field just as you have, and, by and large, certainly I have never heard 
of any Blue Cross plan, just taking them as a group, that cancels 
an individual because their experience was great. I have never heard 
of any of the major commercial insurance companies canceling out 
individuals in a group because of such experience. Undoubtedly, 
from what we read, there are still among us some insurance com- 
panies that have some fine print in their contracts, I gather, and I 
suppose people do experience such things. 

There is one comment I would make, though, that the whole prob- 
lem of health insurance breaks down into those covered by groups and 
those covered through individual contracts. A good many things can 
be done for groups that as yet cannot be done for individuals, and 





2084 HEALTH INQUIRY 


there have to be precautions taken in admitting individuals, and 
various restrictions, and so on, for the reason that the insurance 
must be looked upon and the decision must be made that it is for 
the ultimate good of the most and not aimed at the individual prob- 
lems of a few. They have to be averaged out on some basis so that 
an individual covered by an individual policy can suffer, I suppose. 

Mr. Rozrerrs. Are you familiar with most of the standard forms of 
those contracts ? 

Mr. Wiuiamson. Yes. 

Mr. Roserts. That are now being written ? 

Mr. WiiuraMson. Yes. 

Mr. Rozerrs. How are they written? Are they written for a cer- 
tain term, that is, say a minimum of a year, or some such thing? 

Mr. Wiiu1amson. To my knowledge, all I have seen are written 
for a year. Am I correct in that? 

Dr. Anprerson. There are at least two types of policies, the cancel- 
able policy, which is apparently what your constituent had, and a 
noncancelable policy that costs a little more. 

Mr. Roserrs. I see. And you feel, then, that that problem could 
be helped somewhat if people had more adequate information as to 
the type of protection that they can get ¢ 

Mr. Witx1amson. That is our feeling. That problem will be 
settled when the public understands more clearly what it is they are 
buying and what its function is, so they can know enough themselves 
to make sure that there are not such provisions in a policy. 

Mr. Roserts. Thank you very much. 

Mr. Petty. Mr. Chairman? 

The Cuarmman. Mr. Pelly. 

Mr. Petty. Mr. Williamson, I have looked over the 14 points on 
an overall appraisal of the results of the particular study covered, and 
I have picked out two that I think would have a bearing on the 
particular legislative problem with which this committee is concerned, 
the first being a conclusion, I take it, that any consideration of Gov- 
ernment participation should be arranged at that level of govern- 
ment which is closest to the individual family and its health problem. 
I take it that your conclusion in that case is that it should be done on 
the local level? 

Mr. Witu1amson. Let me put it this way: As we look at it, it is 
a stepping procedure, that you exhaust the possibilities and urge and 
do everything you can to see that at the local level they do all they can 
to help themselves before it is moved to the next highest level and then 
to the Federal level. We would separate, as I mentioned previously, 
administration of funds, however, in connection with that problem. 
We believe that the administration should be put down nearest the 
family at the lowest level. 

Mr. Petty. You say the administration ? 

Mr. Witu1amson. Of funds, of Government funds. 

Mr. Petty. The second question I had was as to the 14th point in 
your statement, your conclusion that in overall planning of health 
services the solution might well be within the voluntary health in- 
surance organizations themselves. 

Mr. Wrutiamson. We believe that the evidence of this study is that 
what they have accomplished to date, and what they experience in 
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experimentation that is going on, would indicate that they are a 
mechanism that can go a long way, if not all the way, in solving the 
problems of the population. They seem to be a good administrative 
agency to work some of these problems out. Fore xample, the indigent 
and if, for some segments of the population, Government funds are 
found to be needed they may be a workable, usable administrative 
agency through which to channel funds. 

“Mr. Petzy. In your study did you have any questions that bore on 
the inadequacy of the medical profession, not having enough doctors 
and nurses? Had any of the cases which you interviewed had any 
experiences to indicate the need for more doctors or nurses or hospital 
facilities ? 

Mr. Witxi1amson. In the final report there are some questions that 
will appear that are not tabulated yet to give some general and useful 
information as to what people think now generally about health, since 
health insurance came into vogue the last 20 years. 

Mr. Pruiy. You misunderstood my question. I wonder whether 
the cases which you interviewed had had any experiences where they 
were unable to get into hospitals, where there were not enough rooms 
or there were not enough doctors or nurses ? 

Mr. Wiu1amson. Let me ask the director of the fieldwork to answer 
that. 

Mr. FetpmMan. We did ask questions concerning whether people 
felt they had received adequate care for all their illnesses during the 
year, and we had a number of people who felt they had not received 
such care, but often they felt they could not afford such care or could 
not afford to leave their families unattended while getting that care. 
I remember no instance at all where they felt there were inadequate 
facilities, that I know of. 

Mr. Petry. In other words, then, as far as your study is concerned, 
the needs of a personal family is a financial problem rather than one 
of inadequacy of facilities and doctors and nurses ? 

Mr. FretpmMan. From what we could tell, that is so. Of course, the 
financial problem is connected with inadequate facilities. It may be, 
of course. 

Mr. Petty. Thank you, Mr. Chairman. 

The Cuarrman. Are there any further questions, gentlemen? Mr. 
Younger. 

Mr. Younger. I have just one question. On page 9 you say the 
average number of hospital days per hundred persons with insurance 
was 110 days. 

Mr. WriuiaMson. Yes. 

Mr. Younger. In other words, that is the figure that is used as their 
maximum coverage in group plans, and, as I recall the testimony 
by Mr. Kizer, it was that 110 days did cover a majority of the cases, 
I think that was what he testified. Now, how does that relate to 
yours? You say it is the average. 

Mr. WitutAmson. This figure, you see, is the average days for 100 
persons with insurance, 110 days. 

Mr. Youncer. That is not each individual ? 

Mr. WiitAMson. That is not individually. 

Mr. Younger. I interpret that to mean the individual was there 
an average of 110 days. 
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Mr. Wiiiiamson. I see. No, no. 

Dr. Anperson. The average length of stay is around 9 days. 

Mr. Youncer. That is entirely different. That is all. 

The CuarrmMan. Are there any further questions, gentlemen ? 

If not, we thank you, Mr. Williamson, for your appearance today 
and the help that you have given this committee in its consideration 
of this important matter. 

Is it your desire that any of the others of your organization should 
testify ? 

Mr. Wimi1amMson. In a moment I would like to ask Mr. Smith, who 
is here, chairman of our operating committee, if he would like to make 
any comments. He is the president of Johnson & Johnson Co., and 
director of a large organization that is faced with this problem at the 
working level. He might like to say something. 

I would like to reiterate, Mr. Chairman, that the foundation would 
welcome at the conclusion of your hearings an indication from this 
committee of what the areas are that you think are in direct need 
of study and research. We mean that to guide us in projects so that 
we know we are aimed in the direction where we ought to be aimed, 
and any help you can give will be appreciated. 

The Cuamman. We appreciate your willingness to cooperate in that 
respect. Tomorrow we expect to have before us the American Medical 
Association, and I hope they will show the same disposition to co- 
operate as you have indicated you are willing to submit. 

Mr. Smiti. Do you plan to ask Dr. Anderson to come up? 

Mr. Wiiu1Amson. Except to answer any questions the committee 
may have. 

Mr. Smiru. I have nothing to say, Mr. Chairman, and perhaps I 
can serve most usefully by answering any questions that might be 
about the foundation and its purposes. 

In respect to this particular report, I would like to add to what 
has been said, that in the design of the study we had the assistance 
of Blue Cross, Blue Shield, and private insurance companies who were 
quite as anxious as anyone else to provide better insurance coverage 
that all of us want, and therefore this study was designed by those 
who we hope will make practical use of it. Of course, it would be 
wrong to assume that because of their participation in the design that 
they are committed to making available the insurance that we want. 
[ think it is certainly true that because of the data that are contained 
in his report that the availability of this better insurance is closer by 
several years than it otherwise would be. 

I just want to reiterate Mr. Williamson’s comment that the founda- 
tion has been and is anxious to be of service and if the committee 
wants to point out some particular field or some area in which it wants 
our help we will be very glad to undertake the task with respect 
to it. 

The Cuarrman. Thank you, Mr. Smith. 

Are there any other comments to be made ? 

Mr. Wiiitamson. I might ask Dr. Anderson, our director of re- 
search, if he has any particular comment. 

The Cuarrman. Dr. Anderson, we will be glad to hear from you. 

Dr. Anperson. I want to reiterate what has been said previously, 
that I would like to ask from you what you think are the relevant 
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problems to go into on a research basis so we can consider them and 
go ahead. 

The Cuarmman. With reference to further study, it may be that 
there is a great need of further study. On the other hand, we must 
recognize that this committee has been studying this subject for weeks 
last fall, and some of us even went abroad during the interval and 
made a very strenuous trip in an endeavor to ascertain what was 
being done abroad and the experience that ~— been gained in those 
countries. It took time and we covered a great deal of territory. 
We came back, however, we think, with Sensiiewabie information, 
not necessarily that it meant we were convinced that any one or 
the other of the plans that are in operation in other countries should 
be adopted here; we all recognize that we have a different type of 
government than exists in some of those nations, but what we did 
realize was that other nations are far ahead of us in dealing with 
the question of long-term illnesses, on bearing the burdensome costs 
of medical and en care. I think sometimes we like to pat our 
selves on the back in America with the thought that we are ahead 
of everybody else in everything and that there is no instance in which 
we are not in the forefront. But on this question of public health 
I am fearful that we have not given it the attention that the im- 
portance of it to our people requires that we should give to it. 

So that when you speak about further study, while I appreciate 
the willingness to do so, we want to lay emphasis upon our appre- 
ciation of what has been done, because the problem is before us 
immediately, it is a problem that should be dealt with. It may be, 
in our endeavor to solve it, that we will have to proceed by trial and 
error like some others have had to do in the matter of programs of 
this character. Certainly the time is ripe, in my opinion, for some 
action to be taken, and, as I announced yesterday, after these hear- 
ings have been finished on the 2d of February next it is our intention 
immedi: ately to take up for consideration the several bills that have 
been introduced as representing the viewpoint of the administration 
in carrying out recommendations which were made in the President’s 
message. So that we are going directly into the preparation of 
legislation. 

In doing that we realize that we have a very difficult problem 
facing us. It is not an easy one. There have been presented to us 
many programs, many principles, many recommendations, many sug 
gestions, as to what the legislation should cover, how far it should 
go, and all those related matters, so that we have no easy task before 
us as we go into the preparation of legislation. 

Now. tomorrow, as I have said, we have the American Medical 
Association here. I don’t know of any group in this country that, in 
my opinion, is more chargeable with the responsibility to provide 
thought and help in the preparation of legislation that would meet 
the problem that we have facing us. If they recognize that there is 
a problem I should think they would be willing to help. I hope they 
recognize it to the extent that some others do. 

The organization represented by Mr. Williamson has taken time by 
the forelock. It has anticipated the work of this committee in the 
study that it has made. There are other organizations that likewise 
have done the same thing and have made great contributions to this 
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committee in its endeavor to meet this problem and solve it properly. 
We are aware that there is a time when we must act rather dln talk, 
and as we endeavor to act in the near future we hope that we may 
have the benefit of the advice and the counsel of Mr. Williamson and 
his associates in the Health Information Foundation as to the type 
of legislation that could best be adopted to bring the benefits we think 
our people should have within the structure and type of government 
we have in America. 

Mr. Smiru. May I make a comment, Mr. Chairman, first, to say 
that, in our observation, I am sure you realize as well as I, the doctors, 
a very great majority of the doctors in the Nation are just as inter- 
ested in the problem that you speak of as any of the rest of us. 

My other point is this: You certainly are right in saying that we 
must move toward the correction of the deficiencies. I think it might 
be well, Mr. Williamson, to reemphasize that while we are today 
devoting ourselves primarily to the current report, the summary of 
the Clyde Hart Studies, that the foundation has spent over $2 million 
in the last 4 years on research projects of various kinds, and it might 
be well if you were to submit a digest of the various studies that have 
been made so that it might be made available to any member of the 
committee. 

The Cuarrman. Thank you. I have before me, I think, probably 
some of the digests you have in mind in the remarks which you have 
just made, and it is my intention to submit these different reports of 
one type and another that I have before me that come from your 
organization as a result of its studies, so that our staff in cooperation 
with you can determine what should be made a part of this record in 
addition to the statements that have been made here today. I think 
some of them are so worth while in character thé at we would be doing 
a great service if we would make them a part of our hearings. 

Tt is my thought and my desire in conducting these hearings to 
make, as a result of the information that we gather, a compendium of 
all available information that will exceed any that has ever been 
gathered together before by any committee or group. We have already 
some 5 or 6 volumes in the process of printing, and it is my thought 
that there will probably be that many more before we have finished. 
And when we have done so I want these committee hearings to have 
covered just about everything that is pertinent to the subject ; 

In that connection, may I just make this further comment? We have 
received many applications from individuals we have particular cures 
or alleged cures for diseases who desire to appear before this com- 
mittee and advance those thoughts. I have not considered, as chair- 
man of this committee, that it was our particular duty to pass upon the 
therapeutic value of particular remedies that individuals may whole- 
heartedly believe in. I believe that that is a matter for those who 
are trained in medicine to determine, and not for a committee of 
Congress to indicate that this, that or the other remedy should be 
pursued. I would never want to come to the point where a congres- 
sional committee would give sanction to a remedy to the extent that it 
would be recommending to the people of the Nation that that and no 
other one should be used. That is not free choice of physicians, in 
my opinion. 

So that we have endeavored to confine our hearings to this one 
question: The problem of costs. What can we do within our struc- 
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ture of Government to assist our people in the bearing of that burden- 
some cost? Any other question, such as medicines or their therapeutic 
value, in my opinion, has no relationship to the study of this particular 
committee. 

Now I appreciate the attendance of you gentlemen here today. I 
cannot tell you how much this committee appreciates the willingness of 
individuals such as yourselves to assist us in the work that we are so 
sincerely endeavoring to do, and it is an indication of a fine spirit 
that prevails in America that, where a problem exists, interested 
individuals are willing to lend themselves to the solution of those 
problems. And I want you to know that you have made a very fine 
contribution, and what you do in the future will likewise continue 
to be a very fine and valuable contribution to this all-important 
subject. 

Now, if there are no others from your organization who are to 
appear today, if you will confer with our staff as to what will be 
appropriate to put in the record, I will be glad to comply with what- 
ever you decide upon. 

This afternoon at 2 o’clock we will resume our hearings, and we 
will have before us Mr. Harold Gibbons, president of the Labor Health 
Institute, St. Louis, Mo. 


Is there anything further, gentlemen, before we adjourn until 
2 o’clock ¢ 

The committee is adjourned until 2 o’clock. 

(The following information was later submitted for the record :) 


HEALTH INFORMATION FOUNDATION 


RESEARCH PROJECTS, 1950-53 


To provide people with facts so they can act intelligently to meet their health 
needs—as individuals, as communities and as a nation—Health Information 
Foundation was established in February 1950. 

HIF’s research program seeks to acquire information by accepted reliable 
methods of sociological and economic research, about health facilities, services, 
and needs in the United States. 

Research is conducted through grants of funds to universities and colleges, 
to other qualified independent research organizations, and by the foundation’s 
own staff. Two general yardsticks are used in selecting problem areas for study: 
One is the importance and relevance of specific projects, and the other is the 
general interest and applicability of the findings. 

As of March 1953, the foundation had undertaken 14 research projects, with 
directly related costs totaling $825,000. 

Included in HIF’s research program are the following projects already 
completed : 

Analysis of a multitest clinic 

Multitest clinics are a recently developed technique which screen large num- 
bers of apparently healthy people for several diseases or health defects. Test 
results are sent to physicians for diagnosis and remedial action. 

In 1951, HIF’s research staff studied such a clinic in Richmond, Va. (where 
40,000 people were tested for 8 health impairments) to secure valid data for 
study by other communities or groups interested in using the multitest technique 
in their own local health improvement programs. Cost of this analysis was 
$6,900. Thirteen hundred copies of the research report were printed for dis- 
tribution to health and community leaders throughout the country. In addition 
75,000 copies of an abstract of the report have been distributed in booklet form 
to interested citizens. 


Medical public relations 


This research, conducted by Wayne University under an HIF grant of $11,700, 
was designed to study the efforts of the Toledo and Lucas County (Ohio) 
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Academy of Medicine to improve medical services in the community. The re- 
search, completed in 1952, documented and evaluated the community’s attitude 
toward the medical profession, the medical society’s reaction to public senti- 
ment, the society’s public relations and services program and the attitudes of 
physicians and laymen toward this program. 

A report of the findings was published, with 2,800 copies distributed to State 
and county medical societies, many libraries, AMA officials and other citizens 
interested in improving medical services and patient-physician relationships. 
Inventory of health research—1952 and 1953 editions 

These projects surveyed and documented research related to health in the 
fields of sociology and economics recently and currently conducted by institu- 
tions and agencies throughout the country. The purpose of the inventory is 
to indicate areas where useful research effort may be exerted and at the same 
time help researchers avoid wasteful duplication of activity. 

The inventories have been conducted by HIF’s staff at a cost of $10,000. The 
initial report, listing 297 research projects, was published in 1952, with 1,500 
copies distributed to health research organizations and personnel. The second 
edition will be published in May 1953 and will receive similar distribution. 


PROJECTS NOW IN PROGRESS 


Three studies of community self-surveys of health 

A community self-survey is a method by which an inventory of health sery- 
ices and facilities is undertaken by community members themselves, with mini- 
mum outside assistance and with the objective of improving local health 
conditions. 

The foundation has provided $115,330 for research teams from the University 
of Alabama, Michigan State College, and the University of North Carolina to 
observe and evaluate experiences of three communities engaged in such self- 
surveys—namely, Talladega, Ala.—(population 13,000) ; Lenawee County, Mich. 
(population 60,000) ; and Salem, Mass. (population 45,000). 

A manual to guide other communities interested in the self-survey technique 
of working out local health problems is planned by the foundation for publica- 
tion in 1954 after all three studies are completed. 

School-child health study 

Lnitiated under an HIF grant of $33,400 to Pennsylvania State College, this 
research is designed to develop an experimental program to promote correction 
of remedial defects found through school health examinations. 

Studies in 20 Pennsylvania communities will analyze social and economic 
characteristics of children’s families as well as attitudes of children, parents, 
school administrators and physicians toward school health examination. Ex- 
perimental programs in other communities will be based on the findings of this 
analysis. 

Study of rural Negro health habits 

The objective of this study is to develop a program to improve health practices 
among people of low educational attainment. Conducted under a $16,500 HIF 
grant by Tuskegee Institute, this research will survey health levels, attitudes, 
patterns of self-medication, etc., in four Alabama communities. It is expected 
that the findings will serve to improve health habits in other comparable eco- 
nomic and social groups elsewhere in the country. 

Methods of payment for medical care 

Through an HIF grant of $92,000 to Columbia University, a 2-year study docu- 
menting the various ways by which Americans pay for medical care has just 
been completed (February 1953) and a report is being prepared for publica- 
tion. Special research attention has been given to the field of prepaid health 
insurance, including Blue Cross, Blue Shield and commercial health insurance 
policies currently used. This study was designed to make better known the 
latest developments in voluntary hospital, surgical, and medical care insurance 
and to provide information needed to help improve insurance coverage and 
benefits. 


Methods of financing hospital care 


This is one of the most acute problems in the Nation’s overall health picture 
today. HIF has contributed $55,000 to this project (which is sponsored jointly 
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by several national organizations and conducted by the Commission on Finance- 
ing of Hospital Care) to investigate all features of hospital finance, including 
the need for services, utilization of facilities, and systems of payment. It will 
analyze the elfects of advancement in medical techniques upon charges to pa- 
tients, attempt to establish a means for providing the highest quality hospital 
services at the lowest cost, and make recommendations for seund economic 
policy. 


Studies of voluntary health insurance (series of four projects) 


Since the future development of voluntary health insurance is essential if the 
health needs of the Nation are to be met, knowledge about the strength and 
weaknesses of such insurance is important at this time to provide data required 
to close the gaps in coverage and benefits. HII has undertaken such an evalua- 
tion with four research projects which call for an expenditure of $310,000 in 
1953. 

Study No. 1: A national sampling to discover the relationship between family 
medical costs and illness, the bearing prepaid health insurance plans have on 
this relationship, and attitude toward health needs and insurance. 

Study No. 2: A sampling of families now covered within specific communities 
to include data on the economic impact of illness not covered by insurance, the 
effect of insurance plans on the use of health services and facilities, and the de- 
sire for additional coverage. 

The National Opinion Research Center at the University of Chicago has been 
commissioned to conduct these two projects. 

Study No. 3: Experimental projects using present type plans in selected com- 
munities to determine how they may be extended to include people not now cov- 
ered—such as farmers and other self-employed people, retired persons, the in- 
digent and low income families. 

Study No. 4: A study of family debts in relation to illness to learn if debts are 
related to medical costs or to other financial obligations and if lack of insurance 
is a factor. 


HIF RESEARCH ADVISORY COMMITTEES 


In the development of research projects, the foundation is guided by advisory 


comlnittees representing leaders in the fields of health and social sciences, there- 
by assuring complete objectivity of the studies. 

The committees are Blue Cross Advisory Committees, Blue Shield Advisory 
Committee, Private Insurance Advisory Committee, Drug Trade and Allied In- 
dustry Publications Advisory Committee, Advisory Committee of Executives 
of Drug Trade and Allied Associations, Citizens Advisory Committee, and Com- 
munity Health Facilities Research Advisory Committee. 


HOW RESEARCH FINDINGS ARE UTILIZED 


The facts obtained through these research projects are distributed, in accord- 
ance with the foundation’s ultimate purpose, to the people—utilizing all avail- 
able channels of communication: newspapers, magazines, radio, television, mo- 
tion pictures, booklets, etc. 


NATIONAL CONSUMER SURVEY OF MEDICAL COSTS AND VOLUNTARY 
HEALTH INSURANCE 


Health Information Foundation, Odin W. Anderson, Ph. D., Research Director 


SUMMARY Report No, 1—THE ExTENT OF VOLUNTARY HEALTH INSURANCE IN THE 
UNITED STATES AS OF JULY 1953 


FOREWORD 


What progress have we made as a Nation during the past 20 years in protect- 
ing ourselves from the unpredictable costs of illness through various health 
insurance plans which have been developed? 

How adequate is the health protection now carried by more than 87 million 
Americans? And how far can the prepayment method be extended to cover 
groups and individuals not now protected? 

To provide information about medical costs today and how American families 
are meeting them—reliable facts which can be of assistance in improving and 
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extending present health insurance methods and practices—Health Information 
Foundation is currently sponsoring a series of 4 independent research projects. 
(See Description of Health Information Foundation Activities.) 

The results of 1 of these, the national consumer survey, are presented in this 
and 3 other summary reports. The survey was completed early in January 1954 
and is based on fieldwork conducted during July 1953. It provides for the first 
time in 20 years a comprehensive, nationwide picture of medical costs actually 
incurred by families, and documents many facts heretofore discussed as opinions. 

The foundation's current studies of medical costs and voluntary health insur- 
ance represent the spirit of public service in which 165 drug, pharmaceutical, 
chemical and allied companies have supported the total program of Health Infor- 
mation Foundation since its establishment in 1950. 


KENNETH WILLIAMSON, 
Erecutive Vice President, 
Health Information Foundation. 


INTRODUCTION 


This is the first of four summary reports on the extent of voluntary health 
insurance in the United States in July 1953, and the distribution of the volume 
and costs of personal health services experienced by families, permitting a com- 
parison of families with some protection as against those with none. Disability 
insurance is not included although it is recognized that along with life insurance 
it may be used to defray the costs of personal health services, but neither type 
of insurance is designed specifically for that purpose, as is true of insurance cover- 
ing hospital, surgical, and other medical costs. 

The survey was conducted by the National Opinion Research Center, University 
of Chicago, and sponsored by Health Information Foundation. The general 
problem to be investigated was defined by Health Information Foundation in 
consultation with representatives of Blue Cross, Blue Shield, private insurance 
companies, medicine, public health, and the social sciences. Jacob J. Feldman 
of the National Opinion Research Center was responsible for the technical aspects 
of collecting and tabulating the data, and the foundation undertook the task of 
organizing, interpreting, and disseminating the results. The field work was 
conducted during July 1953 covering the prior 12 months. 

The survey is based on single interviews of 2,809 families in their homes. 
The families comprise 8,846 individuals representing a national sample of the 
population of the United States subdivided by age, sex, income, size of family, 
rural-urban, occupation and region. 


How the families were selected for these interviews 


A sample of “area probability” type was used in this study. It was drawn 
by the same methods as those used by the United States Bureau of the Census 
in the current population survey. Estimates derived from it are, therefore, 
generally reliable within small margins. The representativeness of the sample 
was checked, wherever possible, by comparing estimates derived from it with 
data independently derived by the Bureau of the Census and other Govern- 
ment agencies. 

This study is a consumer survey, the first national survey of this kind since 
the series of studies conducted by the Committee on the Cost of Medical Care 
from 1928 to 1932. 

The four reports are: 

1. The Extent of Voluntary Health Insurance in the United States as of July 
1953. 

2. Voluntary Health Insurance and Consumer Expenditures for Personal 
Health Services in the United States, July 1952 through June 1953. 

3. Voluntary Health Insurance and Utilization of Personal Health Services 
in the United States, July 1952 through June 1953. 

4, Debt Among Families in the United States Due to Costs of Personal Health 
Services as of July, 1953. 

The foregoing series of reports will lead to a full and detailed monograph late 
in 1954 which will include a description of the methodology, further refinement of 
the data, and similar matters necessary to complete a full report of the study. 

Since there is great interest in the information assembled in the survey on the 
part of Blue Cross and Blue Shield plans, private insurance companies, cooper- 
ative health associations and group practice prepayment plans, Government, 
consumer groups, and the public at large, it was felt that the highlights should 
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be released at the earliest possible moment. Hence, four preliminary reports 
dealing with significant phases of the survey were conceived. 
OvIN W. ANDERSON, PH. D., 
Research Director, Health Information Foundation, 


HIGHLIGHTS 


1. Over 87 million people, or 57 percent of the population, have some hospital 
insurance. 

2. Over 74 million people, or 48 percent, have some surgical and other medical 
insurance. 

3. By occupation, there is a variation of 33 to 90 percent with some type of 
health insurance. 

4. By family income, 41 percent of those under $3,000 have some type of 
health insurance, and 80 percent of families over $5,000. 

5. In urban areas 70 percent of the families are enrolled in some types of 
health-insurance plan and in rural-farm areas, 45 percent. 

6. Eighty percent of the families with health insurance obtained insurance 
through their place of work or through an employed group. 

In July 1953 there were over 87 million people, or 57 percent of the popula- 
tion of the United States, enrolled in voluntary health insurance and protected 
against part of the costs of hospital services, and over 74 million people, or 
48 percent of the population, protected against part of the cost of surgical and 
other physicians’ services. These figures were derived from house-to-house 
interviews of a representative national sample of $2,809 families, comprising 
8,846 individuals, subdivided by age, sex, income, family size, rural urban, 
occupation, and region. Thus it has been possible for the first time to project, 
with a high degree of validity, the extent of enrollment in voluntary health 
insurance in the United States. 

Total enrollments of over 87 million in hospital insurance and over 74 million 
in surgical and other medical services did not take place suddenly, to be sure, 
but expansion since 1940 has been phenomenal. In 1940, approximately 9 per- 
cent of the population was enrolled in hospital insurance as against 57 percent 
today. Four percent of the population was covered by surgical insurance com- 
pared with 48 percent today. That there has been great demand is self-evident. 
Who are the people enrolled and where are they? What is the enrollment by 
income, occupation, region, and rural-urban characteristics? If the present 
expansion is to continue unabated, to what segments of the population must 
voluntary health insurance be made available? This report will document facts 
which have heretofore been expressed mostly as opinion, and it is now possible 
to answer the foregoing questions in some detail. 


1. NATIONAL AND REGIONAL ENROLLMENT 


Over one-half of the population in the United States is enrolled in some type 
of hospital insurance, divided almost equally between Blue Cross and private 
insurance companies. Almost one-half of the population is enrolled in surgical 
or other medical insurance of which 5 million, or 4 percent, are covered by sub- 
stantially complete physicians’ services. In surgical or medical insurance, 
private insurance companies enrollment exceeds that of Blue Cross and Blue 
Shield. 

Some duplication of enrollment is evident in that slightly over 10 percent of 
the people who carry hospital insurance have more than 1 hospital policy and 
slightly more than 10 percent of the people who have surgical or medical cover- 
age have more than 1 policy. Sometimes persons are covered for the same 
service by more than 1 policy in order to bring their protection into line with 
prevailing costs. Other times it may be that people are protected in excess of 
prevailing costs which leads to overinsurance (see table 1, appendix). 

The total number of people enrolled in insurance is, of course, a basic indi- 
cation of sheer volume, but the degree of protection afforded should also be 
known in order to evaluate what the coverage means. Lacking any standards 
as to “adequate” coverage in terms of range of services, it would be difficult 
to assess the coverage even if the nature of the services provided or indemnified 
were known. For those who believe that services provided on a prepayment 
basis should be substantially complete, the adequacy of the coverage is, of course, 
very low because there are relatively few people with complete coverage today. 
For those who believe that services provided on a prepayment basis should 
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cover hospital care and inhospital physicians’ services only, the adequacy’ of 
the present coverage would be judged in a more favorable light. 

The enrollment by regions in the United States shows more variations (see 
table 2, appendix). A higher percentage of the population is enrolled in the 
Northeast and North Central than in the South and West. When these data 
are broken down by type of insurer, enrollment in private hospital insurance is 
double that of Blue Cross in the South and West, whereas Blue Cross has more 
than double the private insurance company enrollment in the Northeast and a 
slight edge in the North Central region. For surgical and other medical in- 
surance, private insurance companies have twice the enrollment in the South and 
West over Blue Cross and Blue Shield, and also have a slight excess in the North 
Central region, but are behind in the Northeast. 


2. ENROLLMENT BY WORK STATUS AND OCCUPATION 


The main earners in the families who are employed either by private em- 
ployers or by the Government, and therefore largely on a group enrollment 
basis, have generally a larger percentage of people enrolled than do the self- 
employed (see table 3, appendix). When enrollment is broken down by oc- 
eupation there is a range of 33 percent to 90 percent of people in specified oc- 
cupations enrolled in some type of insurance (see table 4, appendix). Those 
employed in agriculture, forestry and fisheries have the lowest proprotion en- 
rolled, and people employed in mining and manufacturing have a very high 
proportion enrolled. The self-employed and people employed in very small 
groups are a particular problem facing health-insurance plans today. The rela- 
tively low enrollment of people in this segment of the population is not neces- 
sarily a measure of the unavailability of health insurance to them, but it cer- 
tainly indicates that they are not availaing themselves of insurance for one 
reason or another. The unavoidably high cost of acquisition, waiting periods, 
and the limitations on benefits to prevent self-selection are common problems 
tc be faced in the enrolling of self-employed groups, in contrast to enrollment 
of employed groups. Thus, it is necessary for voluntary health insurance to 
devise means whereby people without a common empolyer or in very small groups 
can be grouped in order to be enrolled with as low an acquisition cost, as few 
limitations in benefits, and the same premiums as those now experienced by 
large employed groups. Again, in examining these tables, it should be borne 
in mind that they reveal only the extent of enrollment, since no attempt is made 
to determine the adequacy of coverage by whatever standard one wishes to adopt. 


3. ENROLLMENT BY FAMILY INCOME 


One hears a great deal about protection against costs of personal health services 
for the middle income group, since it is so often said that the poor and the well- 
to-do obtain good medical care without insurance, but the family in the middle 
needs some method of pooling costs. Also one hears that voluntary health insur- 
ance is designed for low income as well as for middle income. For the purpose of 
meeting costs oi personal health services it is difficult to determine low, middle, 
and high income, because they do not necessarily correspond to even statistical 
divisions, but must be related to ability to pay for an accepted standard of living 
as well us for unpredictable costs of personal health services. Thus no definitions 
are proposed here, but the percent of enrollment in some type of insurance by 
family income will be presented. For families under $3,000, 41 percent have 
some type of health insurance; between $3,000 and $5,000, the proportion 
increases to 71 percent; $5,000 and over, 80 percent. (See table 5, appendix.) 
It is apparent that there is quite a break between the family income under and 
over $3.000. It is reasonable to assume that the group under $3,000 contains 
more old peonle and farmers than the groups over $3,000. 

The median income in families with some insurance is approximately $4,500, 
which means that half of these families earn more than $4,500 and half earn 
less. The median income for families without some protection is $2,700. The 
median income of al) families is $3,900. Approximately 20 percent of the families 
in this sample representing the families of the United States earn less than 

2,000 annually, and approximately 30 percent of these families have some type 
of coverage, or over 20 million people. Since 5 to 6 million people at any one 
time receive public assistance, they are part of the 20 million under $2,000 a year 
income, or approximately 25 percent of this income group, and they are not able 
to purchase health insurance. 
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4. ENROLLMENT BY AGE OF FAMILY HEAD 


The proportion of families enrolled by age of male family head shows relatively 
small differences until after age 65, at which point there is a sharp drop from 
near 70 percent to 50 percent and after age 75, a further drop to 35 percent. 

Families with female heads have an appreciably smaller percentage enrolled 
in some type of insurance, but also show a distinct drop after age 65. (See 
table 6, appendix.) On an average, 66 percent of the families with male heads 
are enrolled in some type of health insurance and 48 percent of the families 
with female heads. 


5. ENROLLMENT BY RURAL-URBAN AREAS 


It is common knowledge that rural areas have less enrollment in voluntary 
health insurance than urban areas. As measured by families, 70 percent of 
urban families have some type of insurance and 45 percent of rural farm families. 
Yor hospital insurance alone, 63 percent of the individuals in urban areas carry 
hospital insurance and 388 percent in rural farm areas. (See tables 7 and 8, 
appendix.) The differences in urban and rural areas are a reflection of the 
opportunity of voluntary health insurance to enroll employed groups in urban 
areas and the difficulties of creating groups for insurance purposes in rural areas. 
Farmers do have access to health insurance policies on an individual basis, but 
as discussed previously, health insurance sold on an individual basis costs more 
and has more limitations in benefits than group contracts. The chief problem is 
one of creating groups for health insurance purposes. 


6. OTHER CONSIDERATIONS IN ENROLLMENT 


The overwhelming proportion of families, 80 percent, enrolled in some type of 
health insurance obtained their policies through their place of work or some 
other group. Nine percent of the families held policies which had been obtained 
while members of a group, but had retained their policies on an individual basis 
after leaving the group. Finally, 32 percent of the families were carrying pol- 
icies which had been obtained as individuals, and not through a group. It will 
be noted that these percentages add up to more than 100 percent because some 
families had more than one kind of policy. Again, it is necessary to underscore 
the need for creating groups among individuals who are not in employed groups 
if health insurance is to enroll a larger proportion of the population. 
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TasLe 1.—Estimated number of persons having voluntary health insurance—by 
kind of insurer 


Estimated 
number in 
civilian non 
institutional 
population 2 


Percentage of 
persons in 
sample with 
coverage 


Type of protection and kind of insurer ! 





































Total, with some protectior Ss SY 
HOSPITAI 
Net total, after eliminating duplication 57 887.4 
Blue Cross 7 l 
Group privat 2¢ 
Individual private 11 17.1 
Independent and other 10. 0 
Insurer unknown ‘ f 
SURGICAL OR MEDICAI 
Net total, after eliminating duplication 48 574 
Blue Shield and Blue Cross 19 29. 1 
Group private 17 25.9 
Individual private 10 14.7 
Independent and other 7 10. 6 
Insurer unknown ‘ 2 
OTHER 
Dread disease 4 6.0 
Major medical expenst 8 4 
In classifying insurers the definitions were those used in the Report of the President’s Commission on 
the Health Needs of the Nation, vol. 4, (U. 8. Government Printing Office, Washington, 1953 See table 
No. 11.5, especially footnote p. 336 
2 The civilian noninstitutional population for July 1953 is estimated at 154.6 millior gased on U. 8 
Bureau of Census Cur 1 Reports Population Estimates, series P-25, No. 79 and U. 8. Census 
of Population: 1950, vol Reports, pt. 2, ch. ¢ Institutional Population, p. 13 
Since a good many 7.6 millions) were covered by more than 1 kind of insurer for hospital 
expenses, this net total than the sum of the totals for the different kinds of insurers rhe net total of 
87.4 milli represents the number of persons with hospital expense protection, eliminating duplication by 
2 or more d ent kinds of insurers. Another 1.61 m persons have 2 or more plans or policies with the 
same kind of insurer covering hospital expenses, but tt kind of duplication does not appear in the totals 
for the different kinds of insurers which show number of persons covered by 1 or more group private, ind 
vidual private, et hospital policies 
lude 4.9 million persons who belong to plans which provide substantially complete 
the remainder are covered only for surgical fees or for limited medical service 
This net t 74.5 millions represents the number of 1 ns with surgical or medical expense protection 
after elimir i ation of such coverage by 2 or more d rent kinds of insurers for 5.9 million person 
Anothe illion persons have 2 or more plans or policies with the same kind of insurer, but this kind 
: yn does not appear in the totals for the different kinds of insurers 
n 4% of 1 percent (about .3 percent) were covered by major medical expense protection. 





TaBLE 2.—Percentage of persons in each geographical region with voluntary 
health insurance, by type of coverage 


l'ype of Insurance 


> Surgical or 

egior ospit 19 

R , Hospital medical ? 

Percent Percent 
Total 57 48 
Northeast 62 48 
North Central 64 AB 
South 49 44 


West 47 43 


1 These figures are net of estimated duplication; i. e., they represent the percentage of persons covered by 
at least 1 hospital plan or policy 

2 These figures are net of estimated duplication; i. e., they represent the percentage of persons covered 
by at least 1 surgical or medical insurance plan or policy. 
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Taste 3.—Percentage of families with voluntary health insurance—by work 
status and occupation of main earner in the family 












I entage of 
All families in | families in « 
Work status and occupation of main earner in family we ” 2 
imple £ up wit 
0 ‘i 
Total, all families 2, 809 
Currently working full-time ? 2, 429 69 
Working only part-time, seasonally, or unemployed i 
Retired, disabled 14¢ 
Student, housewife or otherwise not seeking work 17 
CURRENTLY WORKING FULL-TIME 
For private employers 1, 607 ‘ 
Professional ( 8 
Managers, officials (except farm 112 RR 
Clerical and kindred workers ( . 
Sales worker lif R4 
Craftsmen, foremen, etc 8 g 
Operatives (semiskilled { RO 
Private household workers and service workers ] ‘ 
Farm managers, foremen, laborers,etc 4 
Laborers 112 , 
Occupation indeterminate 13 4¢ 
For government :4 190 ! 
Professional, officials, clerical 5 80 
Craftsmen, operatives, service, laborers Ys 62 
Self-employed BOK 4 
Professional and sales 65 
Farmers 202 5 
Proprietors 18 ‘ 
lradesmer 0 16 
I l included as having some coverage have at least one person covered by a hospital, surgical, 
medical, major medical expense, or dread disease (or polio) policy Families w only accident or disabilit 





insurance are not included here 
2 Includes six families where main earner’s class-of-worker status was indeterminate 
These figures do not include 87 families where the main earner was currently working full-time but er 
lox s th } 


gaged in odd-jobs, domestic, or migratory farmwork for various private em] er rT ‘ of 8 
nonsteady character. Among such families, 40 percent had some coverage 
4 These figures do not include 33 families where the main earner was in the armed service In these fam- 


flies, 30 percent had some coverage. 


Taste 4.—Percentage of families with voluntary health insurance—by industry 
of main earner 





Industry of family’s main earner | All families families in each 
| group with 
| | Some coverage 
Total, main earner currently working full-time. : 2, 429 69 
Agriculture, forestry, and fisheries | 302 33 
Mining | 75 RQ 
Construction _- | 181 | 
Manufacturing. | 705 87 
Durable goods | 376 Q5 
Nondurable goods 0 
Transportation, communication, and public utilities 74 
Wholesale and retail trade_- 2 | 375 67 
Finance, insurance, real estate, and business services | 80 71 
Personal services and repair services | 144 49 
Entertainment and recreation services_-. | 28 | () 
Professional and related services. | 137 | 72 
Public administration and armed forces ? > wi | 140 65 
Industry indeterminate.___.-.. he ci inaicadvetiogee te 59 71 


! Percentages not computed for groups of less than 50 families, 
230 percent of the families with main earner in the Armed Forces had some coverage 
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TaBLe 5.—Percentage of families with voluntary health insurance, by income 
group 


Percentage of 
All families | families with 
some coverage 


Annual family income ! | 


Total all familie ‘i 2, 809 63 
Under $3,000 re / , 958 41 
$3,000 to $4,999 os 912 71 
$5,000 and , : 2 x 920 80 
Income unknown ; 7 19 @) 


i hie br ikdown by family income shows roughly the lowes t 3d with family income under $3,000, the 
mid 3d with family it $3,000 to $4,‘ i the highest 3d with family income $5,000 and over. 
3 Pi ercentages not computed for groups aise SS rien 1 50 families. 





Tante 6.—Percentage of families with voluntary health insurance, by sex and 
age of family head 


| Percentage of 

families in each 
group with 

some coverage 


Age and sex of family head All families 








Total, all families... 2, 80% 3 
WITH MALE HEAD | | 

Total..... a . ; nega lino evictions 2, 406 | 66 
Under 25... 62 
25 to 29 72 
30 to 34 69 
35 to 44 72 
45 to 54 70 
55 to 64_. 66 
65 to 74 : 50 
§ and over... . aiieckeie 3 esidiaieadetil conta ad 35 
Age indeterminate. (1) 

WITH FEMALE HEAD | 

ND oh cenitiena a lnnchten tenet nian mivodmaginoavenap<ubipeedl 403 | 48 
BT Olin nneadndaniscmmnssonncatiqtinnnamnan>tmbanuanediermende | 52 | 5 
LS pviake Un tetetnne wentnnenoranievpentanentienetht | 5: 53 
TT nihasdtcneacen teenie nndentiinnmaabdinaiinaanaaneatithslaenbiraiie 65 69 
55 to 64....... . scgusnsienataieaitiamsinettentakaleaniiemaiedeented cetidiasinerliliaakh sowddesneuineal 89 55 
65 to 74 cath cietihelenies pinahesonndenian Samia Knot 84 | 32 
I hiss cnwendenihanibedibudenbbinaadddbatbatiethns bieegbebhebndes | 55 27 
Age indeterminate... » a pamdieints ahaphautice eadicnamelaiaie adalat | 5 | (!) 


1 Percentages not computed for groups of less than 50 families. 


Taste 7.—Percentage of families with voluntary health insurance, by type of 
locality 


Percentage of 
Type of locality All families families with 
some coverage 





GE uk Sid ncn nnnccncndidsbusdassscechenbansenbabbabeanyunbgel 2, 809 63 
aS ae ee seEsanoresecunrnesoeetemongne 1, 803 70 
e 572 57 

434 45 











1 For definition, see U. 8. Bureau of the Census: United States Census of Population, 1950, vol. 1, Number 
of eaten, ch. 1: United States Summary. U. 8. Government Printing Office, Washington, D. C., 
1952, p. x 

2 Tbid., - xiv and U. 8. Bureau of the Census: United States Ca of Po: a. 1950, vol. II, Char- 
acteristics of the Population, pt. 1, United States Summary, ch. overnment Printing Office, 
Washington, D. C., 1952, p. vil. 

§ Ibid, p. xiv, op. cit, vol. Il, p. vil. 


i 
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Tas_e 8.—Percentage of persons with hospital insurance (nonprofit and private), 
by type of locality 


| Percentage of 
persons with 





Type of locality All persons | hospital insur- 

| ance 
ees a ed hh te j a ey 8, 846 | 57 
is lee rin teeie teh ne ae ’ 5, 436 | 63 
BE SII 5 dtinasseustiactnimca scene - . Seni 1, 801 52 
TE eee ee sdbee bbdicde oll 1, 609 38 


Nortr.—For definitions, see table 7. 





SumMarRy Report No. 2—VoLtuntTary HEALTH INSURANCE AND CONSUMER EXx- 
PENDITURES FOR PERSONAL HEALTH SERVICES IN THE UNITED STATES, JULY 1952 
THROUGH JUNE 1953 

HIGHLIGHTS 


1. The total annual charges for personal health service incurred by families 
in the United States is $10.2 billion. 

2. Of these $10.2 billion, physicians charge $3.8 billion (87 percent), hospitals 
$2 billion (20 percent), prescriptions and medicines $1.5 billion (15 percent), 
other medical goods and services $1.3 billion (13 percent), and dentists $1.6 billion 
(16 percent). 

8. Of all charges incurred by families 15 percent is covered by insurance 
benefits. Broken down by type of service: Hospital charges, 50 percent; all 
physicians’ services, 18 percent; surgery, 38 percent; obstetrics, 25 percent. The 
proportion paid by insurance for other benefits was nonexistent or negligible 
because they are usually not covered. 

4. The average charges for all personal health services is approximately $205 
per family ; one-half of the families have more than $110. 

5. The families with insurance incurred a total median cost over twice as great 
as those without insurance, $145 compared with $63. 

6. Seven percent of the families, or approximately 3,500,000 families, incurred 
charges in excess of $495. 

7. One-half of the families incurred charges amounting to 4.1 percent or more 
of their incomes. 

8. Approximately 1 million families incurred charges equaling or exceeding 
one-half of their annual incomes, of which approximately 500,000 families 
incurred charges equaling or exceeding 100 percent of their incomes. 

9. Among families receiving hospital insurance benefits, 50 percent had 89 
percent or more of their gross hospital charges covered by hospital insurance 
benefits. 

10. Among families receiving surgical insurance benfits, 50 percent had 75 
percent or more of their gross surgical charges covered by surgical insurance. 

In the present survey it has been possible to project the total amount of charges 
for personal health services incurred by families by a direct examination of 
family expenditures among a representative national sample of 2,809 families, 
subdivided by age, sex, income, size of family, rural-urban, occupation, and re- 
gion. At the same time it has been possible to break down family expenditures 
by income and by type of service such as hospital care, physicians’ services, and 
80 On, 


1. NATIONAL TOTAL CHARGES FOR PERSONAL HEALTH SERVICES 


During the survey year families incurred national gross charges for personal 
health services of $10.2 billion. This figure is exclusive of the amount paid by 
the Government for direct services, workmen’s compensation, and private charity. 
(See table 1, appendix.) The medical dollar is divided as follows: Physicians, 
37 percent ; hospitals, 20 percent; prescriptions and other medicines, 15 percent; 
other medical goods and services, 13 percent; and dentists, 16 percent (adds up 
to 101 percent because of rounding of the individual percentages). 

Total annual national costs for personal health services paid from all sources 
are difficult to estimate accurately, but an estimate of $12 billion would seem 
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to be reasonable judging from available data reported by Oscar Serbein in 
Paying for Medical Care in the United States, New York, Columbia University 
Press, 1953. Thus, $1.8 billion should be added to the $10.2 billion charged the 
families or approximately 15 percent comes from sources other than individuals 
payments and insurance benefits. The present survey shows that of the $10.2 
billion charged families for personal health services, $1.5 billion or 15 percent 
was covered by insurance benefits. (See table 2, appendix. ) 

It is more meaningful, however, to break the totals down by type of service. 
One-half of the hospital charges are covered by insurance; also 13 percent of 
all physicians’ charges, 38 percent of charges for surgery, and 25 percent of 
charges for obstetrics. Insurance benefits to cover other services are negligible, 
because such benefits are not usually provided through insurance. Thus, as a 
grand total, it appears that approximately 30 percent of the costs of all personal 
health services today are from so-called third-party payments, exclusive of dis- 
ability insurance and life insurance. 


2. FAMILY CHARGES FOR PERSONAL HEALTH SERVICES 


After considering overall national estimates, it is well to come down to the 
family unit and its experiences with costs of personal health services. Exclusive 
of insurance premiums and the portions paid by insurance, the average charges 
incurred by families is $178 per year. (See table 3, appendix.) Since 15 per- 
cent of the total gross charges is met by insurance, the gross charges would 
then exceed $200 per family per year. Since one-half of the hospital charges 
are now met by insurance, the gross charges would then be approximately $42 
per family per year, and physicians’ charges would be around $75. Medicines 
average $31 per year; other medical services and goods, $26; and dentists, $33. 

The foregoing discussion was concerned with average family charges, but here- 
after the median charges will be used. The median gross charges for all services 
is $110 per year, which means that one-half of the families experienced charges 
of less than $110 and one-half more than that amount. (See table 4, appendix.) 
Since the average gross charges exceeded $200, this indicates that there were 
some extremely high costs experienced by some families which pulled the aver- 
age up. The median disregards the extremes and is a more meaningful statis- 
tical device in some circumstances. Families with insurance incurred greater 
charges for personal health services than those without insurance; a median 
of $145 compared with $63. This is in part due to greater utilization by those 
with insurance and possibly also utilization of a more expensive type of service, 
for example, a private room in a hospital instead of semiprivate or ward. Obvi- 
ously, the higher costs incurred by the insured group have great implications 
for the national costs of personal health services, if voluntary health insurance 
continues to expand. 

For all families there are great differences between incurred costs by income 
groups, ranging from $54 for those under $2,000 to $238 for those over $7,500. 
Since the dollar-value of free care is undetermined, it is possible that the costs 
of services received by families under $2,000 would be higher than the gross 
incurred charges of $54. For example, 27 percent of families had at least one 
family member hospitalized, but only 26 percent reported gross hospital charges. 
Similarly, 77 percent of families reported attendance by a physician, but only 75 
percent reported gross physicians’ charges. 

When the net charges incurred by families with and without insurance are 
calculated—which excludes hospital, surgical, and other medical insurance 
benefits—there is still a great difference. Families with insurance incur net 
charges of $117 compared with $63 for families without insurance. (See table 
5, appendix.) It would seem that the implications of these differences can hardly 
be overemphasized. 

So much for averages or medians by income groups, what is the distribution 
of charges for personal health services for families within selected income 
groups? Families experience a full range of charges from nothing to a great 
deal. (See tables 6, 7, and 8, appendix.) 

“Catastrophe” as used with reference to costs of personal health services has 
always been nebulously defined “as an awful lot” depending on family income. 
In the tables mentioned, it should be possible to arrive at some concept of the 
area of “catastrophe” depending on what standards are adopted. No standard 
is proposed, but at what point should so-called major medical or catastrophe 
insurance begin to pick up the check, and at what point for each income group? 
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Among all families, 11 percent experienced a cost in excess of $395; 7 percent 
in excess of $495; and 1 percent in excess of $995. Projected to the entire 
population this means that approximately 500,000 families in the United States 
experienced a cost for personal health services in excess of $995. These figures 
exclude the insurance premium and the portion paid by insurance. Further, 
in the income group under $2,000, 7 percent incurred a cost in excess of $395; 
in the income group $2,000 to $3,500 the percentage is also 7, increasing from 
there on. On the other hand, it is also well to note that almost 39 percent of the 
families incurred costs under $100 and 9 percent incurred no costs. When 
families with insurance are compared with families without insurance, it is again 
borne out that insured families incur greater charges than the uninsured. (See 
tables 7 and 8, appendix.) 

These data illustrate again the classic generalization that the costs of per- 
sonal health services are unpredictable for the individual family but relatively 
predictable for a group of families. Thus costs, as such, are not an issue in 
the sense that $10 billion are too much for the country to spend annually for 
personal health services. The problem is—another classic statement—how to 
spread this cost equitably so that no one family incurs a heavy cost at any 
one time. 

To make the distribution of the charges for all personal health services more 
meaningful, tables 9 to 14 in the appendix show a breakdown by broad catego 
ries of service: hospital care, surgery, and physicians’ services, other than sur- 
gery and obstetrics, and medicines and dental services. These tables are par- 
ticularly significant because they more or less pinpoint the problem of the unpre- 
dictability of the cost of personal health services. 

For all families with and without insurance, 6 percent reported expenditures 
for hospital service in excess of $195 and 3 percent reported expenditures for 
surgery in excess of the same amount. 

The debate regarding comprehensive services is largely concerned with phy- 
sicians’ services such as home and office calls and outpatient diagnostic services, 
excluding surgery and obstetrics. It is frequently stated that nonsurgical and 
nonobstetrie services are not an important unpredictable financial item and 
families might well finance such services out-of-pocket and not add the adminis- 
trative cost of an insurance agency. 

The distribution of other physicians’ charges shows that 6 percent of the fam- 
ilies incur other physicians’ charges in excess of $195 per year compared with 
3 percent who incur surgeons’ charges in excess of the same figure. It is then 
clear that other physicians’ charges are a relatively large item for some income 
groups, even though such charges are incurred in small amounts at a time. 
Thus, multiples of service incurring small costs at any one time can, during ¢ 
year, accumulate into a large amount. At this point it would be useful to have 
a breakdown of the distribution of the costs of home and office calls and costs 
of out-patient diagnostie services. It may be that the latter services are more 
difficult to pay for out-of-pocket than home and office calls. At the same time, 
physicians’ calls and diagnostic services are so interrelated that a statistical 
differentiation of those services is difficult. 

The cost of medicines is another item which is usually not included in insur- 
ance against costs of personal health services because of difficulty in controlling 
the range and volume of prescriptions. There is frequent discussion of includ- 
ing high-cost drugs, drugs with specific therapeutic effects, and some of the anti- 
biotics. For all families, 9 percent experience costs for medicines in excess of 
$95 and 2 percent in excess of $195. (See table 12, appendix.) It is not possible 
to differentiate between prescribed and unprescribed drugs. In any case, it is 
apparent that there are families that do incur relatively high charges for 
medicines, illustrating again that multiples of small cost services can add up to 
a large annual cost. Comparisons between families insured and those not in- 
sured show that the families with insurance generally incur larger costs for 
medicines, even though medicines received while hospitalized are not included. 

Dental costs are also distributed unevenly among families revealing differ- 
ences within and between income groups. Forty-four percent of all families in- 
curred no dental bills and 4 percent incurred charges in excess of $195. Differ- 
ences among income groups are sharp, particularly when charges in excess of 
$45 are included. No expenditures for personal health service appear to be so 
closely correlated with income as dental service. (See table 13, appendix.) 

The median percent of income for all families incurred for charges arising 
from personal health services is 4.1. (See table 14, appendix.) The range is 
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from 6.1 for families under $2,000 to 3.2 for families over $7,500. When fam- 
ilies with insurance and without insurance are compared, the usual pattern is 
found since the median percent for families with insurance is 4.9 and for those 
without insurance 2.9. Among insured families, the lowest income group pays 
out a higher proportion of income for personal health services than the same 
income group among the uninsured. 

When the distribution of total out-of-pocket charges for personal health serv- 
ices and insurance premiums as a percentage of incomes of all families are 
calculated, 2 percent of the families, or approximately 1 million families, in- 
curred charges of 50 percent or more of their annual incomes, among which 
approximately 500,000 families incurred charges equaling or exceeding 100 per- 
cent of their incomes. (See table 15, appendix.) This table provides some 
tangible data for a definition of ‘“‘catastrophe” wherever one wishes to draw the 
line. 


8. PROPORTIONS OF FAMILY CHARGES FOR PERSONAL HEALTH SERVICES PAID BY 
INSURANCE 


A test of the adequacy of health insurance benefits is the degree to which they 
cover the incurred charges. For all services 21 percent of the families had 
received some service for which insurance benefits had been paid in whole or in 
part. (See table 16, appendix.) For 29 percent of the families who had received 
insurance benefits, 20 percent or less of their charges for services had been paid 
by insurance. On the other end, 7 percent of the families had received insurance 
to cover 80 percent or more of their charges. 

These gross figures for all services, however, are more meaningful when they 
are broken down by specific types of services. The proportion of hospital costs 
covered by insurance is important, because there is a general opinion that it is 
desirable to cover all or nearly all services recognized as hospital services. Fifty- 
nine percent of families experiencing hospital costs and who also carried hospital 
insurance and received benefits had 80 percent or more of their costs covered. 
(See table 17, appendix.) On the other end 18 percent of the families had 60 
percent or less of their hospital costs covered by insurance. It is well to remem- 
ber that these are national figures, and there are undoubtedly regional variations, 
and variations among hospital insurance plans. 

If there is any consensus as to how great a proportion of the surgeons’ charges 
should be covered by insurance, it is accurate to say that families below certain 
incomes should have all or nearly all of the costs of surgery covered. Thirty-four 
percent of the families who experience surgical charges have less than 60 percent 
of their charges covered by insurance, and 45 percent have 80 percent or more 
of such charges covered. (See table 18, appendix.) 

The simple fact in this table is that by and large the payments made by insur- 
ance for surgical costs fall far short of equaling the total charges. The difference 
would seem to involve more than a normal deductible or coinsurance feature. 
Very useful data at this juncture would be the prevailing surgical fees through- 
out the country by region and the prevailing surgical insurance benefits in rela- 
tion to these fees by region. To what exent is the low proportion of costs cov- 
ered by surgical insurance due to low fee schedules established by insurance in 
relation to prevailing surgical fees? On the other hand, to what extent does sur- 
gical insurance increase the per unit surgical costs? 

Even though maternity benefits are very widespread in insurance contracts, 
many people in the insurance field feel that maternity costs have no logical place 
in an insurance program. In any case there is a great demand for such benefits, 
and they appear to have a firm place in health insurance contracts. One-half of 
the obstetrical cases with insurance and receiving benefits had 60 percent or more 
of the charges covered by insurance, and one-half had less than 60 percent of 
charges covered. (See table 19, appendix.) Maternity benefits, however, are 
usually not designed to cover the total costs of maternity care. This may account, 
at least in part, for the relatively low proportion of obstetrical costs covered by 
maternity benefits, 
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TaBLeE 1,—Hstimated national total gross charges incurred by families for 
personal health services and goods 


(Money item in billions] 





Item 


Amount Percent 
Total $10. 2 OO 
sicians !__ 3.8 37 
Hospitals 2.0 20 
Prescriptions and other medicines 2 1.5 1 
Other medical goods and services 3 1.3 13 
1 





Dentists 4 


1 Physicians’ charges can be further broken down as follows 


} Item 


Amount Percent 
Physicians $3.8 0 
ourgery S 1 
Obstetrics 4 l 
Other physicians Sadeamiaanl we . 2.6 68 
Includes: 
1) Payments to hospital outpatient departments for the services of salaried physicians and other clir 
ical services. 
2) Payments by either consumers or insurance for medical services received from salaried physicians in 








(3) The estimated value (at going rates) of physicians’ services received from salaried physicians under 
some form of prepaid medical care plan. 

(4) Payments by surgical or medical insurance to ind 
reimbursement of the patient 

(5) Payments by accident insurance or liability insurance (except en 
men’s compensation) to independent physicians either directly or thro 

(6) Payments for drugs administered by a physician 

(7) Payments to independent | 
members of some household in J 
the past year and were stil] in ani 





either directly or thr 


Government hospitals 
‘pendent | 





yyer’s liability insurance or work- 


igh reimbursement of patient 


yhysicians for services received by persons who were still « 
y 1953 even though they had been in 
nt 


tution on the 







idered as 


some time during 








itutionalized ¢ 





of interview 





} 





(8) Payments to independent physicians for services received by people who died during tt ‘ 
but who had been living at the time of their death with relatives as members of households still in existence 
in July 1953. (This category thus excludes deceased who had been living in institutions, alone, or only 
with nonrelatives at the time of their death as well as those who lived in households which were broken 
up after the death.) 

(9) Bad debts, services by physicians for whict 
paid for, It is also possible that physicians may sometimes act as collecting agents for tt 





patients were actually billed but which will never be 
ie fees for certain 





services like X-rays, laboratory work, or special tests which they themselves do not perform The phy 
sician may net no income from this and so does not consider these fees as part of his gross income. NOR‘ 
in general classified all such fees paid to a physician into the physician category. 
| Excludes 
(1) Value of services of salaried physician in a Government or private hospital or clinic or the se 
of a company doctor when such services were not paid for by the patient and were not received as part o 
any form of prepaid medical care plan or insurance 
2) Free care (care for which an independent physician received no reimbursement and did not bill 
anyone). 
Payments to independent physicians (physicians in private practice) by workmen’s compensatior 
employer’s liability insurance, or by an employer work-incurred injury 
(4) Vendor payments to independent physicians under governmental (generally State or local t- 
ance programs for various categories of indigent families 
5) Vendor payments to independent physicians by foundations and associations like the National 
Tuberculosis Asscciation, National Foundaiton for Infantile Paralysis, Crippled Children’s Societic 
Rotary, Lions, etc 
6) Payments to independent physicians by recipients under governmental assistance programs when 








these payments were specifically reimbursed to the recipient by the progran 
(7) Payments to independent physicians for medical care received by people who were not part of the 


civilian, noninstitutional population of the continental United States as of July 19. 

2 Both estimates are for pharmaceuticals | hased directly by the consumer rhe expenditures for 
pharmaceuticals administered in hospitals o physicians and dentists are included in the estimated 
payments to those groups and are excluded from this item 

The NORC estimate contains expenditures for medical appliances including ophthalmic products, 
services of oculists and optometrists, services of paramedical } 


— 





personne! like chiropractors, chiropod 
podiatrists, naturopaths, faith healers, etc., the services of private duty nurses, practical nurses, and mid 
wives, and expenditures for laboratory services like diagnostic tests and X-rays for which the consumer 
was billed directly by the laboratory. 

4 It should be noted that the NORC estimate contains expe 
} for X-rays, denture repair, and the manufacture of dentures « 





litures made directly to dental laboratories 
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TasLe 2.—Estimated 





rery 

Obstetrics 
ther pn} 

Other | 


Medicines 
Other medical goods and s¢ 


Dentist 


1 Since many patients in 


hospitals, and tuberculosis 
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national percentages of total gross costs incurred covered 
by total insurance benefits 


NORCO sample, July 1952 


through June 1953 Percent 


Ite a ~ covered by 
, insurance 
rotal gross | Total insur- benefits 
costs incurred) ance benefits 
Billions of Billions of | 
dollars dollars | 
10.2 1.5 15 
2.0 1.0 150 
3.8 5 13 
8 3 38 
-4 -l 25 
2.6 my 4 
1.5 (?) 0 
rvices 1.3 (2) 1 
1.6 (?) | v 


nongovernmental general and special long-term hospitals, mental and allied 
the t of the interviewing may not have been considered as 


Sanatoria at the time 





members of civilian noninstitutional households, the NORC estimate probably does not adequately rep- 
resent expenditures for this category of care. 
3 Less than $50 million. 
TABLE 3.—Average net costs per family for hospital, medical, and dental 
services and goods 
| NORC sample 
| July 1952 through 
Item | June 1953 
Amount Percent 
Total, net cost j $178 100 
Physicians 67 | 38 
Hospitals 21 | 12 
Medicines 31 | 17 
Other 26 | 15 
Dentists 33 18 
1 The estimates in this table are for incurred out-of-pocket charges. Thus, the money paid directly to 
hospitals and physicians by voluntary health insurance and the payments by consumers for which they 


received or expect to 
Moreover, insurance 


TABLE 4.—Median gr 


and goods, by fam 
insurance 


Family incon 


$2 » $3,499 
$3,500 to $4,999 
$5,000 to $7,499 
$7,500 and over 
Income unknown 


ices 
irse, 


al 








hese are families wit 


receive reimbursement 
premiums are also excluded, 


h or without some voluntary health 


by such insurance are both excluded from these estimates. 


oss costs incurred for hospital, medical, and mental services 
ily income for families with and without voluntary health 





Number of families Median gross charges ! 
All With With no All With | Withno 
families insurance | insurance?| families insurance | insurance 
2, 809 1, 780 1, 029 $110 $145 $63 
560 176 384 oF 82 43 
617 347 270 82 103 54 
693 514 179 119 134 83 
577 466 111 176 | 187 105 
343 272 71 238 | 255 185 
19 5 14 a" 
are all charges incurred by the family unit for its own members for hospital, 
and goods. They do not include the cost of voluntary health insurance. The 
excluded. However, the cost of services received under a hospital service plan 
are plan is included 


insurance at the end of the survey year. 
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TABLE 5.—Median net charges for hospital, medical, and dental services and goods, 
by family income for families with and without insurance 














| Num ber of families Median net charges ! 
F t os | : : 
Family income | j . | . 
’ mili | mili 
| Allfami- | Within- | Withno All fami- — wemilies 
| . ° e , V l wit! oO 
| Ss surance 2 insurance 2 lies ‘. 
Lie an ¢ ance ile surance 3 insurance 3 
lotal, all families 2, 809 1, 780 1,029 $08 $117 Se 
0 to $1,999 560 384 ; 77 42 
$2,000 to $3,499 617 270 74 88 ‘ 
$3,500 to $4,999 693 10: 112 , 
$5,000 to $7,499 577 144 51 105 
$7,500 and over__.. 343 71 197 198 185 
Income unknown | 19 14 
1 Net cherges are gross charges incurred (see table 4 for definition) less vcluntary health insurance benefits 
received r'hat is, net costs are the costs to the family itself. In the hcspital service plans or co 
prehensive medical care plans, the cost of service benefits is not in« re. In the case of emnity 
plans or insurance, the amount which the insurance paid either to ital, physician, etc., or to the 
family is excluded 
2? These figures are for families with and without insurance at the end of the survey year. Median net 
costs for families with insurance are, of course, substantially lower than median gross costs. However, 
meaian net costs and median gross costs are substantially the same in families with no insuran cc Wherever 
median net costs are lower than median gross costs for nilies with no insurance at the end of the su y 
year, it is because at some time during the survey year one or more family members had been covered and 





received benefits 
3A small part of the difference in median net costs for families with insurar 
I 





surance is accounted for by the fact that the average size of families with in 
what higher than the average size cf families with no insurance (2.95 per 
marked within each specific income grot In almost all instances this 
to account for any substantial proportion of the differe:ce in mediar 
of the factors producing these rather substantial differences in net incu 









TABLE 6.—Percentage distribution of families according to net charges incurred 
for hospital, surgical, and medical services and goods, by family income, for 
families with and without insurance 


| } 


3 2.000 to $3,500 to $5,000 to $7,500 and 
et charg 1 I ag to $1.90 ’ . | ’ 
Net charges All familic 0 to $1,999 $3,499 $1,999 $7,499 over 
| 

Total, all families. 22, 809=100 560= 100 617=100 693=100 577=100 343 = 100 
No net costs 240 9 16 ll 6 5 5 
Under $45 | 626 22 31 27 2 17 ) 

$415 to $04__. 490 17 is ) ) é 
$95 to $194 589 21 17 21 2 23 - 

$195 to $204 333 , s } 14 . 
$295 to $394__. Iso 7 4 d 13 
$395 to $494__. 107 4 2 2 4 6 f 
$495 to $904 75 6 4 4 10 2 
$995 and over l l l l 4 
Net costs unknown. l l ] 1 l l 








1 For definition see footne to table 5 
3 This total includes 19 families whose income was unknown, 


TABLE 7.—Percentage distribution of families according to net charges incurred 
for hospital, surgical, and medical services and goods, by family income, for 
families with insurance 








All fami- $0 to $2,000 to $ $5,000 to | $7,500 and 
Net charges! lies S00 $3,499 $4,999 $7,499 ove! 

All families, Total 11, 780= 100 176=100 347 =100 514=100 466 = 100 272=100 

No net costs 113 6 10 ll 6 3 4 

Under $45 320 18 29 22 17 18 9 
$45 to $04 309 17 19 20 20 14 

$95 to $194 430 24 23 26 25 24 22 

$195 to $204 248 14 v l lf 

$295 to $394 134 8 4 8 13 

$395 to $494 73 «4 2 2 3 6 

$495 to $994 112 6 3 ; 4 10 ll 

$995 and over 22 ] l l l I 4 

Net costs unknown 19 l l l 2 l 1 


1 This total includes 5 families whose income was unknown 


2 Less than one-half of one percent. 
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TaBLe 8.—Percentage distribution of families according to net charges incurred 
for hospital, surgical, and medical services and goods, by family income, for 
families without insurance 


| 
$2,000 to $3,500 to $5,000 to 7,500 and 
$3,499 $4,999 7,499 over 


Net charges ! All families) 0 to $1,999 


Total all families 1, 029 = 100 384= 100 270=100 179=100 111=100 


71=100 


No net costs 127 12 18 11 6 10 3 
Under $45 306 30 33 35 31 14 15 
$45 to $04-- 181 18 17 19 17 22 14 
$95 to $194. __. 159 15 ] 17 18 | 18 
$195 to $294 j 11 10 
295 to $394 5 5 : 5 5 

$395 to $494 } ‘ 

$495 to $904 

$995 and over 

Net costs unknown 


1 This total includes 14 families whose income was unknown. 
2 Less than one-half of 1 percent. 


TABLE 9.—Percentage distribution of families according to gross hospital charges, 
by family income, for families with insurance and families with no insurance 


Percentage reporting gross hospital charges ! equal to— 
Number of |—-— a? as nt 


families $ito | $45to | $95to | $195 and | Amount 
$45 $95 $195 over unknown 


Family income 


ALL FAMILIES 


Total . -- 2, 809 
$0 to $1,999 5 : BAD 
$2,000 to $3,499 2 617 
$3,500 to $4,999... . 693 
$5,000 to $7,499. ___ 3 577 
$7,500 and over Pa 343 
Income unknown. . .. 19 





$0 to $1,999 
$2,000 to $3,499 
500 to $4,999. . 
0 to $7,499 
$7,500 and over 
Income unknown 
FAMILIES WITH NO INSURANCE | 


Total _- ; ; 1, 029 
$0 to $1,999 : : 384 
$2,000 to $3,499. . . ‘ whied ; 270 
$3,500 to $4,999... . - 179 
$5,000 to $7,499. - 111 
$7,500 and over 71 | 
Income unknown..._..........-- 14 3 (3 ( 4 | @) 


1 Gross hospital charges are the total amount of hospital bills. It includes total room and board charges, 
laboratory fees, drugs, X-rays, and the usual extras, but it does not include special nursing, the anesthetist’s 
fee when anesthesia was administered by an outside anesthetist, or physicians’ fees. These gross costs were 
mainly incurred in connection with inpatient care, but in a few instances they were for emergency out- 
patient care. Gross hospital costs exclude the cost of free care. (About 1 or 2 percent of families received 
only free hospital service 

2 Less than % of 1 percent. 

3 Pe:centages not computed for groups of less than 50 families. 





HEALTH INQUIRY 2107 


Taste 10.—Percentage distribution of families according to gross surgical 
charges, by family income, for families with insurance and families with no 
insurance 





] 
Percentage reporting gross surgical charges ! equal to 
| Nene @ = me ST a 
families | | 
| | 0 \$1 to $45) $45 to $95 ($95 to $195 
| | 
| | 


] } 
| $195 and | Amount 
over unknown 


Family income 


ALL FAMILIES 


$0 to $1.999. 

2,000 to $3,499. . 
$3,500 to $4,999- - 
$5,000 to $7,499_ . 
$7,500 and over 
Income unknown 


FAMILIES WITH INSURANCE 





$0 to $1,999_- 
$2,000 to $3,499 
$3,500 to $4,989 
$5,000 to $7,499 
$7,500 and over. 
Income unknown 


FAMILIES WITH NO INSURANCE 


} 


$0 to $1,999 

$2,000 to $3,499 
$3,500 to $4,999 
$5,000 to $7,499 
$7,500 and over 


Income unknown 2 | @ | 
| | 


~ 





mom e ee | wD 


(*) 


1 Gross surgical charges are all physicians’ fees for surgical procedures, which are defined here to include 
the treatment of fractures and dislocations and all cutting procedures with the exception of deliveries by 
caesarean. The cost of caesarean deliveries is included under obstetrical costs. The figures do not include 
the cost of free surgical care, but they do include surgical insurance benefits paid to the physician or to the 
patient. 

2 Percentages not computed for groups of less than 50 families. 

§ Less than one-half of 1 percent. 
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TABLE 11.—Percentage distribution of families according to gross “other” physi- 


cians charges, by family income, for families with insurance and families with 
no insurance 


Percentage reporting gross other physicians charges ! equal to 














Number of 0 $1 to $45 to $95 to | $195 and | Amount 
families eM $95 5 over unknown 
Al FAMILIES 
ro 80) 27 36 18 11 ¢ 1 
99 4 33 l¢ s 3 1 
$3,499 f 3] 40 17 7 4 1 
$4.99 69 25 37 20 2 6 1 
$7.499 7 20 st 20) 4 8 2 
r 343 17 33 18 19 11 1 
k Ww ) (2 (*) QQ 
FAMILIE 8 E 
I 1, 78 22 37 . 1 f 1 
$0 to $1,999 35 2 ) 2 2 
$2,000 to $3,499 347 27 40 19 8 3 1 
$3,500 to $4,99 14 22 8 22 11 5 1 
$5,000 to $7,499 46 18 21 15 7 2 
$7,500 and r 272 17 3 18 21 ll 1 
I k wl : 2 2 ) 
FAMILIES I 
Tota 029 35 15 ) 5 
$0 $1,999 S4 +4 32 1 7 3 () 
$2,000 $3,499 27 40 14 { 4 1 
$3,500 $ ) 2 } 14 l 7 0 
$s y od ; yy Q 
$3 2 $ 20 14 ll 1 
hi (? C ? 
G ‘ ll pl ept charge cal care 
It includes ira I f received to cover ¢ er phy ans charg e cost of 
free care 
Pe I ] 4 f 
8 Le t 
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TABLE 12.—Percentage distribution of families according to gross medicines 


charges, by family income, for families with insurance and families with no 
insurance 





Percentage reporting gross medicines charges ' equal t 
Number of - - . Se - - 
Family income families : e 
-— $1 to 345 t $95 $195 a 4 t 
4 $95 $19. ove inknown 
ALL FAMILIES 
rotal 2, 809 1 2 7 1 
f(to $1,999 560 8 44 ) é 1 l 
$2,000 to $3,499 617 ) 4 1 ? 
$3,500 to $4,999 693 47 2 
$5,000 to $7,499 2¢ 48 2 
$7.500 and over 43 26 { 2 8 2 
Income unknown 19 3 . 3 3 ’ : 
FAMILIES WI NS ANCE 
Total 1, 78 29 47 { 7 ° ; 
$0 $ 1 7¢ 19 ) l 
$2,000 to $3,499 4 i 4 l l 
z AOO 4 44 : ’ 
< wy S ” { t 4s 4 
00 I } 44 Ss 
ly me kK wn t . 3 3 ’ 
FAY ES ¥ i N I 
i il Z s } 2 
% $1.9 84 4 2 l 
$2 199 ) if 2 
% " ) 8 1 
g ( ) ) 18 8 2 
l r \ 4 ‘ 
G s cl ¢ ef t f er 
cine v ) f ‘ Ww l 
I t rw \ a 
pa ‘ : 
whict , r ¢ f 
21s ‘ pe 
'P f puted ips of f f 
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TABLE 13.—Percentage distribution of families according to dental charges, by 
family income, for families with insurance and families with no insurance 


Percentage reporting dental charges ! equal to— 
Number of SS 


families $0 $lto | $4! | $95to | $195 and | Amount 
$45 | g $195 over (unknown 


Family income 


ALL FAMILIES 
Total... 


$0 to $1,999__- 
$2,000 to $3,449 
$3,500 to $4,999__. 
$5,000 to $7,499__. 
$7,500 and over... 
Income unknown. 


FAMILIES WITH INSURANCE 
Total 


$0 to $1,999. 

2,000 to $3,499. _ 
$3,500 to $4,999__. 
$5,000 to $7,499... 
$7,500 and over 
Income unknown. 


FAMILIES WITH NO INSURANCE 
ie 029 


$0 to $1,999 384 
2,000 to $3,499 270 
$3,500 to $4,999. . 179 
$5,000 to $7,499__ 111 } : 
$7,500 and over 71 3 13 | 
Income unknown 14 ®) | (?) 


noon | © 


Coag 


! Dental charges are all charges by dentists for their services and any dental laboratory work. 
2 Less than one-half of 1 percent. 
3 Percentages not computed for groups of less than 50 families. 


TABLE 14.—Medicine by income group for percentage of family income paid out 
for hospital, medical, and dental services and goods, and for voluntary health 
insurance, for families with incomes under $10,000 with and without insurance 


Median percent of 


Number of families ; : 
amber of famil income spent ! 


Income group 
, Families Families 
Ww W : . . . 
ith ith no All with some| with no 
insurance | insurance 


Tote . a. 
otal insurance | insurance families 


Total, all families with | 
incomes under $10,000 2, 634 1, 659 975 ‘ 4.9 


Under $2,000 560 176 384 
$2,000 to $3,499__....... = 617 347 270 
$3,500 to $4,999_._..._- ; 693 514 179 
$5,000 to $7,499____. ae 577 466 lll 
7,000 to $9,909............. 187 156 31 





1 These medians are for the families’ net outlay for hospital, medical, and dental services and goods plus 
any amounts paid by the family for voluntary health insurance. That is, net outlay is gross incurred 
costs less insurance benefits received and amounts still owed on these incurred charges plus payments on 
old bills incurred prior to the survey year. In some instances it was not possible to distinguish payments 
for hospital, surgical, or medical expense insurance from payments for disability, accident or life insurance; 
therefore inasmuch as total outlay figures included these latter payments, these medians slightly overstate 
the percent of family income spent for the purposes stated above. 
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TABLE 15.—Outlay for hospital, medical, and dental services and goods, and for 
voluntary health insurance, as a percentage of family income 


| Number o ~ercent of 
Outlay for health as a percentage of family income a “ os f Perce : 
. ; families | families 


Total... 


No outlay for health ! 
Some outlay for health 


Under 5 percent of family income 
5 to 9 percent of family income 
10 to 19 percent of family income 
20 to 49 percent of family income 
50 to 99 percent of family income 
100 percent or over of family income 
Percent of family income unknown 
Median percent for total outlay for health as a percentage of family 
income ? equals 4.1 percent. 


1 This figure, outlay for health, includes the outlay figure plus amounts paid for voluntary health insur- 
ance. That is, net outlay is gross incurred charges less insurance benefits received and amounts still owed 
on these incurred charges plus payments made on old bills incurred prior to the survey year 

. L. e., for half of the families with some outlay for health, this outlay for health amounted to less than 
4.1 percent of family income; for the other half of the families they amounted to more than 4.1 percent of 
family income. 


TABLE 16.—Receipt of voluntary health-insurance benefits to cover gross medical 
costs 


ro -ercent o 
Receipt of insurance benefits to cover gross charges ! yet f 7 sha ies f 


Total 2, 809 
No insurance benefits received 2 2, 207 
Some insurance benefits received 602 
Some part of gross charges covered by insurance benefits 


Under 20 percent covered 
20 to 39 percent covered 
40 to 59 percent covered 
60 to 79 percent covered 
80 to 99 percent covered 
Percent covered unknown 
Median percent of gross costs covered by insurance equals 32 percent.! 


! Gross charges are here defined as hospital charges, physicians charges, charges for medicines or medical 
applicances, charges for other medical services and dental costs incurred by family members. It does not 
include travel costs and other costs incidental to iumess but not directly for medical services or goods. It 
does not include the cost of free care, but it does include the estimated gross charges for hospital care under a 
service plan and medical service in the case of services from comprehensive plans. Moreover, these are 
gross incurred charges. That is, they include unpaid bills for services received during the survey year, 
and they, of course, exclude payments made on bills incurred prior to the survey year. They also exclude 
the family’s medical expense for persons not currently a part of the family unit (except for family members 
deceased during the survey year), and they exclude premium payments for voluntary health insurance. 

2 In 227 of these families where no insurance benefits were received, no gross charges had been incurred 

’I.e., among those who received insurance benefits, half received amounts which covered 32 percent or 
less of charges costs, and half received amounts which covered more than 32 percent. 


89087—54—pt. 714 
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TABLE 17.—Receipt of hospital-insurance benefits to cover gross hospital charges 


| 
ber of | Percent of 
families families 





tal charges ! 





ta 2, 809 100 








No hospital charges 2, ORE 74 
H a no hospita ; ac ale ved 281 10 
Some hospital-insurance benef r ed 442 16 
Some part of gross hospital charges covered by insurance benefit 442 100 
ler 20 percer 2 
20 to 39 percent covers 97 6 
‘ yp t 46 10 
6 1 9) 91 
80 per 2 59 
Percent ¢ k 7 2 
SY per t 
1G hospital charg I It includes total room-and-board charges, 
rugs, X-rays, and t 10t include special nursing, the anesthetist’s 
esthesia w s t, or physician’s fees These gross costs 
red na instances they were for emergency 
yutpatient care. G ck care. (About 1 or 2 percent of families 
naneioad yf 
31. e., among t se fa v received hospital-insurance benefits, 50 percent had 89 percent or more of 
heir g t iby! tal Ira benefits, that their net hospital charges were 
perce r f r I} 


TABLE 18 Receipt of hospital, surgical, or medical insurance benefits to cover 
gross surgical charges 








N her of | Percent of 
f . f 
‘ S ’ X 
I a 2, 809 0 
No ir , ir 2 42 ge 
ri ra fit 185 - 
€ r "1 -” 
1 at r r are 1 Ino 
t ar 20 ner + " 
tT 1 »¢ 1 
to 59 percent 3 3 l 
"UO erce r 
2M nercant or mor ed 90 
I ‘ ver k ~ 
M sn per tofer er 2« ent 
Sur ul CNarges ace } : ( rred x procedure » Surgic )- 
{ lo th t ‘ i j ntt 
f f ‘ the treat t ‘ t 1di well as cut ce ; 
» +) far j } Can + 
4 e are s ) , s t ‘ y in ( i t 
‘ al 
roi Atet y + sd 7% ner r 
‘ N ‘ ts to 1 ' : Sr 1/0 pe ito ore 
€ 4 : ( 4 perce 
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TABLE 19.—Receipt of maternity benefits to cover gross obstetrical charges 


Number of | Percent of 








families families 
Total, ali families__........ 2 2, 809 100 
No gross obstetrical charges ! » 59 2 
Gross obstetrical charges—no insurance benefits received 14 5 
Gross obstetrical charges—insurance ber eceive 3 
Some insurance benefits received to cover obstetrical charge Z ) 
Under 20 percent covered 7 
20 to 39 percent covered ) 12 
40 to 58 percent covered Le 2 9 
60 to 79 percent covered l 
SO percent or more DA ; 
Percent unknown I 1 
Median percent of gross obstetrical char 2 covered by 
percent. 4 
1 Gross obstetrical charges include physicians charg« pre | care as well as for ry. Where 
currently pregnant women had not yet been billed f{ par e, tl ha e t $ 
not yet incurred. In the case of delivery by caesar: e char tt Wa ided kk 
surgical charges. 
? Half of the families who received maternity benefits had 60 percent or more of gross obstetrical irges 
covered and half had less than 60 percent covered. 
———— 


SUMMARY Report No. 3—VoLuNTARY HEALTH INSURANCE AND UTILIZATION OF 
PERSONAL HEALTH SERVICES IN THE UNITED Sratss, Jury 1952 THroven 
JUNE 1953 

HIGHLIGHTS 


1. The general hospital admission rate for all families was 12 per 100 persons 
per year. Those with insurance had a rate of 13 and those without insurance 
a rate of 10. 

2. The average length of hospital stay for all persons hospitalized was 9.7 days 
with virtually no difference between those with insurance and without insurance. 

3. The number of hospital days per 100 persons per year was 100 days; for 
those with insurance the rate was 110 per 100 persons, and for those without 
insurance the rate was 80. 

4. The insured rural-farm population had a hospital admission rate of 17 per 
100 and the insured urban population had a rate of 12. There was no difference 
for those not insured. 

5. The number of surgical procedures per 100 persons per year for all families 
was 6; among insured families the rate was 7 and among the uninsured the 
rate was 4, 

6. Among all families, 34 percent of the individuals sought dentists’ services 
during a year, varying from 17 percent for income groups under $2,000 to 56 
percent for income groups over $7,500. 

There has been a great increase in the utilization of personal health services 
in this country since 1940, Some of this increase has been attributed to the rise 
of voluntary health insurance and greater availability of facilities, and some to 
improved economic conditions for the great bulk of families. Insurance per se 
is followed by an increase in utilization which is the chief reason why there is 
still debate as to whether personal health services are insurable or not. Fire 
insurance does not necessarily increase fires nor does life insurance increase the 
death rate, but health insurance does increase the utilization rate of personal 
health services, as will be revealed in data to follow, since the need for health 
services is not as easily determined as the fact of a fire or the finality of death. 

Whether or not this increase is good or bad can also be endlessly debated. 
There are no standards, except very gross ones, of a normal hospital rate or a 
normal surgical rate. The rates emerge from the patterns of practice of thou- 
sands of physicians in their treatment of hundreds and thousands of patients. 
What was normal utilization 25 years ago is no longer normal utilization today 
because so many factors have changed: buying power, new medical discoveries, 
and people’s attitudes toward hospitals and other health services. 
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A hospital admission rate of 130 per thousand today may be just as normal 
as a rate of 50 not so many years ago. Both reflect a combination of circum- 
stances the separate elements of which are almost impossible to disentangle. 
Whatever the utilization rate may be, it can be assumed that the country, indi- 
vidually and collectively, is willing to pay the cost, otherwise insurance would 
not be so widespread and hospital beds and physicians would not be in such 
great demand. Thus, it can be said with certainty that the data to follow are 
a measure of effective demand. 


1. THE AMOUNT OF HOSPITAL CARE RECEIVED 


On the basis of the national sample of families and individuals interviewed 
in this survey, the admission rate to general hospitals was 12 per 100 persons 
per year.’ Those with some insurance had a rate of 13 and those without insur- 
ance a rate of 10. On a national scale the difference between 13 and 10 is a 
measure of the impact of hospital insurance on hospital admissions today. (See 
table 1, appendix. ) 

Hospital admissions by income group indicate that not until the family 
income is $7,500 or over does the hospital admission rate for those not insured 
equal the rate for those insured. In income groups below $7,500 there is an 
appreciable difference between those with insurance as against those without 
insurance, generally 25 percent higher for the insured group. On the other 
hand, among families without insurance there is comparatively little difference 
between income groups until $7,500 is reached. The high admission rate of 19 
in the lowest income group among the insured can be explained, at least in part, 
by the fact that this group contains a higher proportion of people 65 years of age 
and over than other income groups. 

The data on the average number of hospital days per person hospitalized by 
family income and insurance status is difficult to interpret without more de- 
tailed knowledge underlying the facts. A high admission rate is usually asso- 
ciated with a short stay as measured by number of days per patient hospitalized. 
The average length of stay for all persons hospitalized is 9.7 days and there is 
virtually no overall difference between those insured and not insured. (See table 
2, appendix.) There are variations between income groups with insurance and 
those without insurance. 

Another method of presenting the amount of hospital service received by people 
is by calculating the number of hospital days utilized per person or per 100 
persons in a year. Throughout the country during the survey year, there were 
100 hospital days utilized per 100 persons in all families, and 110 days in families 
with insurance compared with 80 days in families without insurance. (See 
table 3, appendix.) Again, not until the income group $7,500 is reached do the 
rates for families with insurance and those without insurance begin to equalize. 
When the volume of hospital care is broken down by rural and urban areas 
other patterns of hospitalization emerge contrary to usual expectations of the 
behavior of rural populations, since the rural-farm insured population has a 
higher admission rate than the urban insured. In fact, the reverse of the pattern 
would have been predicted, because it has been assumed that rural people have 
been less inclined to inter a hospital than those living in urban areas. (See table 
4, appendix.) Apparently, times have changed when the rural-farm population 
with insurance shows an admission rate of 17 per 100 persons as against 12 in 
urban areas. It will also be noted that for people in urban and rural-farm areas 
with no insurance the rate is the same, but when insurance enters the picture 
the impact on rural-farm residents is greater than on urban residents. ‘There 
may be a high selectivity among those insured in rural-farm areas, because rela- 
tively few people in those areas are insured. 

Further corroboration of the rural-urban pattern is found when there is a 
hospital utilization breakdown by type of locality as measured by size of city in 
the area. Again, the more rural the area the greater is the hospital admission 
rate for those who carry hospital insurance, and the shorter is the average length 
of stay. (See table 5, appendix.) 


1 The usual manner in which to present hospital admission rates is by number of admis- 
sions per 1,000 population. In this survey the number of 100 population is used in order 
to avoid decimals, which imply that there is, for example, a significant difference between 
a rate of 12.1, per 100 and 12.4 per 100 or 121 per 1,000 and 124 per 1,000. Instead, both 
rates are rounded out to 12 per 100. 
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2. THE AMOUNT OF SURGERY PERFORMED 


It has been shown that hospital insurance increased the utilization of hos- 
pitals. Likewise, it is found that surgicel insurance increased the number of 
surgical procedures. (See table 6, appendix.) The number of surgical proce- 
dures per 100 persons in families with surgical insurance is 7, while in families 
with no such insurance the rate is 4, a very appreciable difference. The families 
which have insurance have almost the same amount of surgery, regardless of 
their incomes. This is also true for families which do not have insurance. 
Analysis of the two groups reveals, therefore, that the primary factor account- 
ing for the greater amount of surgery is the existence of insurance. (See 
table 6, appendix.) 

What do these rates mean? Again, it is necessary to know more of the factors 
underlying the different rates. Very likely there is a higher proportion of 
so-called elective surgery in the insured families and a higher proportion of 
emergency or must surgery in the noninsured families. Is there too little sur- 
gery performed in the noninsured group? What is known with certainty is that, 
given a greater accessibility to surgery, the surgical rate is 7 per 100 persons 
instead of 4. 

3. DENTAL SERVICES 


To date dental services have not usually been included in insurance against 
costs of personal health services except for dental surgery. There is a great 
difference in the amount of dental service received by income group as measured 
by visits to dentists, contrary to the pattern shown above in hospitalization and 
surgery. Among all families, 34 percent of the individuals in them sought the 
services of a dentist during the survey year. In the lowest income group, under 
$2,000, 17 percent sought service, and in the group $7,500 and over, 56 percent. 
It can be safely assumed that the lower the income group the higher is the pro- 
portion of dental service which is emergency in nature, such as relieving pain 
and extractions, and the lower is the proportion of preventive care and repair 
work. (See table 7, appendix.) 


TABLE 1.—Hospital admission rates, by family income, during the survey year for 
persons with and without hospital insurance 


Number of persons 


ion 
Family income (July 1952 to July 1953 All per- With With no | Tates per 
7 - sons ; 100 per- 

hospital | hospital 

insur- insur- 

ance ! ance ! 


sons 


Total 8, 846 


$0 to $1,999 1, 334 
$2,000 to $3,999 2.842 
$4,000 to $4,999____ 1, 453 
$5,000 to $7,499 1, 996 
$7,500 and over ; 1,176 
Income unknown 45 


1 These are numbers of persons covered or not covered by hospital insurance at end of the survey year. 

2 Estimates of the number of people enrolled and the number not enrolled in hospital insurance in each 
group at the end of the survey year were taken as the populations exposed to risk of occurrence in estimating 
these insurance coverage specific rates. Inasmuch as there was a net increase in hospital insurance enroll- 
ment during the survey year and the hospital admissions occurred throughout the survey year, the esti- 
mates of the exposed population used in estimating the rates for people enrolled in hospital insurance at the 
time of admission are probably somewhat too large. Similarly, the estimates of exposed population used 
in computing the rates for those not enrolled at the time cf admission are probably somewhat too small 

3 Admission rates have not been computed for groups of less than 50, 
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TABLE 2 iverage number of hospital days for person hospitalized, by family 
income 


| Average number of hospital days per 
| person hospitalized 


Persons in families 


With some| With no 


Insurance insurance 


Total 
$0 to $1,999 
$2,000 to $3 499 
$3,500 to $4,999 
6 to $7,499 


>unknown 


r 
4) pers s 
person 


Number of hospital days per 100 persons in the population, by family 


tnCOINE 


Number of hospital days per 
100 persons 


Persons in families- 


With 


some 


With no 


insurance 
insurance ara R 


110 


TasLe 4.—Hospital admission rates and average length of stay per admission 
during the survey year by urban, rural nonfarm, and rural farm 


| 
| Hospital admission rate 
per 100 A verage 
length of 
tay per 
Persons | Persons admis 
with hos-| with no | sion, all 
pital in- | hospital | persons 
surance INSUTAICE 


MM l 5 2 13 10 


Urban 436 3, 445 11 12 9 9 
Rural nonfarm , 801 940 ‘ 14 11 | 8 
Rural farm , 609 616 ? 17 9 6 


nsurance and with no hospital insurance at the end of the survey year. 
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TABLE 5.—Hospital admission rates and average length of stay per admission 
during the survey year, by place of residence 


Number of perso 


All per- 


sons 


Type of locality 


Persor 
Ww th ho 
pital 
surance 
Total am 
Metropolitan areas 
Counties where largest city is 
10,000 to 50,000 
Counties where largest city is 


less than 10,000 


1 These are persons with hospital insurance and with no hospital insurance at the en 


TABLE 6.—Number of surgical procedures per 100 persons, by family income, for 
persons in families with surgical insurance and persons in families with no 
surgical insurance * 


Number 
Persons in families procedures ? 
persons 


b 


Persons ir 
All families 
| wid With no 
surgical | surgical All 
insur- insur- | persons 
ance ! ance ‘ 


Family income 


Wit! Wit 
cal in- fic ] 
sur ir 


ance 





Total. 


$0 to $1,999 5 2 : 

2,000 to $3,499 ‘ 55 1, 062 
$3,500 to $4,999 > i 54 829 
$5,000 to $7,499 593 

7,500 and over 7 7 386 
Income unknown ; ¢ 36 


1 This table compares the rates for groups with and without surgical insurance, and gi\ 1 rates f 
persons in families in which 1 or more persons has surgical insurance, as compared with families in whicl 
no one has any form of surgical insurance rherefore, in the group in which there is some surgical inst 
ance, there are some individuals without such insurance. 

1 Surgical procedures are defined so as to include the treatment of fractures and dislocations as well 
cutting procedures. This definition includes deliveries by Caesarean but excludes normal deliveries 

3 Number of surgical procedures per 100 was not computed for groups of less than 50 persons 

See footnote 2 to table 1. The discussion of the estimates of the relative service rates for people 
as against those not covered by hospital insurance is also relevant her« 


Tarte 7.—Percentage of persons seeing dentists during the survey year, by 
family income 


Number of 


Family income 
3 persons 


Total. 


$0 to $1,999 

$2,000 to $3,499... 
$3,500 to $4,999 
$5,000 to $7,499 
$7,500 and over 
Income unknown... 


1 Percentage of persons seeing n puted for gr 
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SumMMARY Report No. 4—Dest AMONG FAMILIES IN THE UNITED States DUE TO 
CosTs OF PERSONAL HEALTH SERVICES AS OF JULY 1953 


HIGHLIGHTS 


1. Among all families, 15 percent are in debt to hospitals, physicians, dentists, 
and other providers of medical goods and services, and their total debt is $900 
million. 

2. In absolute terms this means that approximately 7.5 million families have 
a medical debt and about 1 million of these families owe $195 or more. 

3. The average debt among all families for bills owed to hospitals, physicians, 
dentists, and other providers of medical goods and services is $121. 

4. When debts to financial institutions and individuals are included, the na- 
tional total is $1.1 billion. 

5. A greater proportion, 21 percent, of the families with children have a medical 
debt than those without children. 

6. Four percent of the families reported borrowing from financial institutions 
and individuals to pay charges for personal health services. 

7. The greater the proportion of family income paid out for personal health 
services, the greater is the likelihood that the family seeks a loan. 

teing in debt is no novelty for the vast majority of American families since 
they are accustomed to buying a wide range of goods on credit. In fact, “so 
much down and so much a month” is the mainstay of the automobile, refrigerator, 
radio and television, and furniture industries. Presumably, going into debt for 
automobiles, refrigerators, television sets, and many other items is pleasurable 
because one can enjoy them while paying for them. There are also the factors 
of convenience of a payment plan and aggressive salesmanship. 

Since being in debt is, so to speak, a normal experience for many American 
families, is there any cause for concern when one learns that 15 percent of fam- 
ilies are in debt to hospitals, physicians, dentists, and other providers of medical 
goods and services,’ and that 2 percent are in debt for $195 or more? Translated 
into absolute numbers this means that approximately 7.5 million families in the 
United States have some debt and that about 1 million families owe $195 or more. 

If personal health services could be purchased like any other goods or serv- 
ices—when desired and in the quantity and of the quality to fit one’s purse— 
perhaps the problem of medical debt could be dismissed as of no more concern 
than the balance owed by a family on its automobile or television set. The 
cost of these items is known in advance; the costs of personal health services are 
not so known and when they are needed the consumer usually has no choice but 
to seek the necessary services, regardless of the cost, even if it means going into 
debt. Systematic saving is not a solution since families would not know how 
much should be saved annually. An effective and accepted mechanism today is 
an adequate insurance plan to meet the unpredictable costs of personal health 
services ; such a plan is, in effect, a savings program of many people pooling their 
money and their risks. 

In a previous report in this series, the distribution of the costs of personal 
health services by family income was presented showing that some families 
incurred no costs during the survey year and some incurred costs equaling or 
exceeding their annual incomes. In the data to follow showing the distribution 
of outstanding medical indebtedness, it will be noted that such indebtedness is 
considerably less than the incurred charges presented in a previous report. 
Apparently, the bills were paid in some way or other—insurance and savings— 
but a residue of unpaid bills remains. Considering the magnitude of some of 
the incurred charges, it is surprising that the residue of unpaid bills is actually 
as small as indicated in this survey. Given the definition of medical indebted- 
ness in the study, it would seem that such indebtedness excludes minor costs and 
includes indebtedness which represents some degree of hardship to the families. 

Outstanding medical indebtedness includes debts owed to hospitals, physi- 
cians, denists, and other suppliers of medical goods and services at the end of 
the survey year less any amount which the family planned to pay on such 
bills during the month following the interview; that is, the informant was 
asked how much the family owed (including amounts owed on bills not yet 


1 Hereafter referred to as medical indebtedness 





HEALTH INQUIRY 2119 


received) and was then asked how much the family planned to pay on these 
bills during the next month. If the informant reported that the family’s only 
outstanding debt was $10 to the doctor and that the bill would be paid during 
the next month, the family was recorded as having no outstanding indebteness 
for personal health services. 

This method of getting at outstanding indebtedness was used to determine the 
number of families who were not current with respect to debts for personal 
health services, that is, those families who had owed hospitals, physicians, and 
others for a period longer than “normal” interim between receiving services 
or goods and paying for them. The amount of outstanding indebtedness ther 
included all such debts whether incurred prior to the survey year or during 
the survey year, except that amount which the family planned to pay in the 
month following the interview was excluded. 

An important point to bear in mind is that medical indebtedness excludes 
debts to financial institutions and individuals which were incurred to pay for 
personal health services and goods. 

All families in this survey showed 85 percent with no medical indebtedness 
and 15 percent with some debt. The 15 percent with some debt includes 9 per- 
cent under $94; 3 percent, $95 to $194; 2 percent, $195 and over; and 1 percent 
where the amount was unknown. (See table 1, appendix A.) The average debt 
per family with medical indebtedness is $121. In national terms, this means 
that total indebtedness approximates $900 million 

The percent of all families with some medical indebtedness is quite constant 
until the income groups $5,000 and over are reached. Thereafter, there is a 
sharp drop. This is not a surprising fact, of course, since upper-income groups 
lay out a smaller percentage of their income for personal health services al 
though average family costs are higher It is also of particular interest to 
note that having or not having insurance had no real appreciable effect on 
indebtedness. A final observation is that indebtedness in families with incomes 
under $2,000 undoubtedly represents a greater burden than indebtedness in 
income groups with higher incomes. Debts are not necessarily distributed 
evenly in proportion to income as are shown in the tables 

The lowest income group has the highest percentage of families with medical 
debt under $95, namely, 13 percent; 4 percent of the highest income group has 
debts of similar magnitude. It would appear that in 3 of the income groups 
those with insurance are more likely to have debts under $95 than those without 
insurance. (See table 2, appendix A.) 

For families with medical debts ranging from $95 to $194 again, the lower 
the income group the greater is the hardship experienced. The effect of insur 
ance is negligible. (See table 3, appendix A.) 

There is an interesting uniformity of percent of families with medical debts 
exceeding $195, 2 percent, but the lower the income group the greater is the 
hardship involved on the part of the families. (See table 4, appendix A.) 

The final tables in this report show anticipated patterns and help to buttress 
the data on medical indebtedness presented in the foregoing data. By and large 
the greater the percent of family income paid out for personal health services, 
the larger is the proportion of families who reported outstanding medical in- 
debtedness. This is also true within income groups as well as between income 
groups. (See table 5, appendix A.) 

Finally, families with children are more likely to report medical indebtedness 
than families without children. (See table 6, appendix A.) This is another 
way of saying that increased financial responsibilities are incurred in families 
with children and that medical indebtedness is distributed unevenly. 


APPENDIXES 


For those who wish more detailed data on debts due to financial institutions 
and individuals, as well as those due to hospitals, physicians, and other pro 
viders of service presented in the body of this report; the following tables are 
included : 
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APPENDIx A 


TABLE 1 Percent of families with some medical indebtedness at end of the 
survey year, July 1953, by family income for families with and without 
insurance 


Percent with some medical indebtedness 


j — — 


| 
With insur- | Without in- 
] milie 
All families ance (1,780 surance 
families) 15 (1,029 fami- 
lies) 15 


2,809 fami 


lies) 15 


) to $1,999 

2,000 to $3,499 

3,500 to $4,999 
1) to $7,499 


$7,500 and « 


TABLE 2.—Percentage of families with medical indebtedness under $95 at the end 
of the survey year, July 1958, for families with and without insurance * 


‘ercent with medical indebtedness 
under $95 


With Without 
insurance insurance 
(1,780 fam- (1,029 fam- 


ilies 
Like 


$1,999 
£2.000 to $3,499 
$3,500 to $4,999 
$5,000 t 

ee 


In no instance did t nount unknown exceed 1 per 


TABLE ¢ 


Percent of families with medical indebtedness from $95 to $194 at the 
end of the survey year, July 1958, for families with and without insurance * 


ercent with medical indebtedness from 
$95 to $194 


> ‘ Without 
With insur- Without 
> | Insurance 
ance (1,780 
‘ , (1,029 
families) 
3 families) 
3 
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TABLE 4.—Percent of families with medical indebtedness of $195 and over at the 
end of the survey year, July 1953, for families with and without insurance 


Percent 


Income ’ all families 


0 to $1,999 

$2,000 to $3,499 
$3,500 to $4,999 
$5,000 to $7,499 
$7,500 and over 


In no instances did the amount unknown exceed 1 percent 


TABLE 5.—Families reporting medical indebtedness, by family income and per- 
cent of income paid out for health 


Family income and percent of incom 


Total, all families 


0 to 4 percent. 

5 to 9 percent 

10 to 14 percent. 
15 percent or more 
Percent unknown 


0 to $1,999 


0 to 4 percent. 

5 to 9 percent 

10 to 14 percent 

15 percent or more 
Percent unknown 


$2,000 to $3,499__- 


0 to 4 percent 

5 to 9 percent 

10 to 14 percent 
15 percent or more 
Percent unknown 


$- 500 to $4,999__- 


0 to 4 percent 

5 to 9 percent 

10 to 14 percent 

15 percent or more 
Percent unknown 


$5,000 plus 


0 to 4 percent 

5 to 9 percent. 

10 to 14 percent 

15 percent or more. 
Percent unknown 


Income unknown... 


! The amount of income paid out for health is net outlay plus amount paid by the family for 
surgical, or medical expense insurance. Net outlay excludes benefits received from hospital, surg 
medical expense insurance. 

4 This percentage has not been computed for groups of under 50 families 
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Tasie 6.—Families reporting medical indebtedness, by type of family for families 
with some insurance and families with no insurance 


nilies in eact 


APPENDIx B 


"ABLE 1 Number of families who reported borrowing during the survey year 
to pay medical and dental bills, by source of funds, and average and median 


amounts borrowed 


i ) a { ille SuUrANLCE mpanies 
TABLE 2 Percentage of families who reported borrowing to pay me dical and 
dental bills, by family income, for families with insurance and families with 


no insurance 


rrow 


sar from regular lending 
ng for medical or dental 
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TaBLe 3.—Percentage of families reporting that they borrowed to pay medical 
and dental bills, by type of family and age or head 


Type of family and age of head 


Total 


Single person families 
Married couples, no childrer 
Married couples, with child: 
Other types of familie 


1 Included here are families who report 
institutions, friends, relatives, or any other 
care. 


TABLE 4.—Percentage of families reporting borrowing to meet medical and 
dental bills, by size of family 


Number of persons in family 


Total_. 


Single person families 
2 person families_. 

3 person familie 

4 person families_. 

5 person families... 

6 or more persons... 


1 Included here are families who reported borrowing money du 
institutions, friends, relatives, or any other source, for the expre 
care. 


TABLE 5.—Percentage of families reporting borrowing to meet medical and dental 
bills, by percent of family income paid out for health 


Percent of income paid out for health ! 





Total. .... 


Under 5 percent- 

5 to 9 percent van Des chine ben ‘ 7 | 

10 to 19 percent-. eal ios : - 33% 12 
20 to 29 percent auth d i ‘ : 132 12 
30 percent or more... Jaudhe al a | 7 40 
Percent unknown sani agai wlacuina 5 10 


1 The amount of income paid out for health is net outlay plus amounts paid by the family for voluntary 
health insurance. Net outlay excludes hospital, surgical, and medical insurance benefits. 

3 Included here are families who reported borrowing money during the survey year from regular lending 
institutions, friends, relatives, or any other source, for the express purpose of paying for medical or dental 
care. 











2124 HEALTH INQUIRY 
SURVEY OF MEDICAL CosTs AND VOLUNTARY HEALTH INSURANCE CHARTS 
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HEALTH INFORMATION FOUNDATION 


PERCENTAGE OF FAMILIES WITH VOLUNTARY HEALTH 
INSURANCE, BY INDUSTRY OF MAIN EARNER 


tolled MINING > MANUFACTURING 


tneclag _ RANSPORTATION, COMMUNICATIONS ¢, PUBLIC UTILITIES 
FINANCE-INSURANCE: REAL ESTATE « BUSINESS SERVICES 
WHOLESALE ana’ RETAIL TRADE 

PUBLIC ADMINISTRATION aaa’ ARMED FORCES 


Enrolled = GONSTRUCTION 


Enrolled 


twill’ PERGONAL AND REPAIR SERVICES 


cnroiies _ AGRICULTURE, FORESTRY ana’ FISHERIES 
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PERCENTAGE OF FAMILIES WITH VOLUNTARY 
HEALTH INSURANCE, BY INCOME GROUP 


Annual Family Income Percentage of Families with Some Coverage 


under $3,000 
$3000 -$4999 


$5,000 and over 


PERCENTAGE OF FAMILIES WITH VOLUNTARY 
HEALTH INSURANCE, BY TYPE OF LOCALITY 


Type of Locality Percentage of families with some coverage 


URBAN 


RURAL NON-FARM 


RURAL FARM 
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HOSPITAL 20% 


DIRECT CHARGES TO FAMILIES 
FOR MEDICAL CARE AND SERVICES 
WAS $10.2 BILLION LAST YEAR 





HEALTH INFORMATION FOUNDATION 


THE NATIONAL HOSPITAL AND SURGICAL BILLS 
AND PROPORTIONS PAID BY INSURANCE 


TOTAL CHARGES TO FAMILIES 
FOR HOSPITAL SERVICES 


PAID BY INSURANCE 


TOTAL CHARGES TO FAMILIES 
FOR SURGICAL CARE $800 MILLION 
PAID BY INSURANCE $300 MILLION 


E 








bo 
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Il-t 


RECEIPT OF SURGICAL BENEFITS” 
TO COVER GROSS SURGICAL COSTS 


3,500,000 Insured Families 
Received Benefits 


_ of these 


ecu: 


Had lessthan Had 40 to 79% 
40% ef charges of charges 
. paid paid 
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HOSPITAL ADMISSION RATES FOR PERSONS 
WITH AND WITHOUT HOSPITAL INSURANCE 


(JULY 1952 ~ JULY 1953) 


~ Admission Rates per 100 Persons 


WITH 
INSURANCE 


WITHOUT 
INSURANCE 


“WEALTH INFORMATION FOUNDATION 
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HOSPITAL ADMISSION RATES 
| BY URBAN, RURAL NON-FARM AND RURAL FARM 
| Rate per 100 Persons 
| WITH INSURANCE WITHOUT. INSURANCE 
| Urban 
‘Rural Non-farm 
~ Rural Farm 
Died asics iibaistined ; 


PERCENTAGE OF PERSONS SEEING DENTISTS 
BY FAMILY INCOME 


| Percentage of persons in families within income ranges seeing a dentist * 
$0-1,999 
$2,000 -3499 





43500-4999 
¢5,000-7499 


‘ 


| 47/500 ond over 


\ ntacry IMFORMATION FOUNDATION 
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FOUNDATION SURVEY OF MEDICAL CoSTsS AND VOLUNTARY 


HEALTH INSURANCE 


HEALTH INFORMATION 


How the families were selected for the NORC survey 

A sample of area-probability type was used in this study. It was drawn by 
the same methods as those used by the United States Bureau of the Census in 
the current population survey. Estimates derived from it are, therefore, reliable 
within calculable, and generally small, margins of error. That the sample yields 
highly reliable estimates for characteristics of the population for which inde 
pendent data are available is indicated by the following comparisons : 


Taste A.—Percentage of males and females in the sample population and in the 
United States civilian noninstitutional population 


N.O.R. C 
sample—all U. 8. 1952! 
persons 


Sex 


Percent Percent 
Be itbtiwhobtcbustuieddiuecsoevibd 100. 0 100. 0 
Males soe v oe 48.5 48.7 
PE enbedertaseedie<ducencageponeuienaegees 51.5 51.3 


1 Adapted from U. 8S. Bureau of the Census, Current Population Reports, Population Characteristics, 
Series P-20, No. 47, p. 9; Current Population Reports, Population Estimates, Series P-25, No. 73, p. 4; 
and United States Census of Population: 1950, Vol. IV, Special Reports, pt. 2, chapter C, Institutional 
Population, p. 13. 


TaBLeE B.—Percentage distribution by age and sez of the sample population and 
United States civilian noninstitutional population 


United States 


= N.O. R. C. civilian noninsti 
Age and sex sam ple—all tutional popula- 
persons tion, 1952! 
ROTH SEXES Percent Percent 
Total satiated 100. 0 100. 0 
0 tod 13.4 14.0 
6to17 20.9 19. 6 
18 to 34.... 22. 2 24. 2 
35 to 64 25.1 34.5 
65 or over 8.4 7.8 
Median age (30. 0) (29. 5) 
MALE 

Total 100. 0 100. 0 

0 to 5... 13.7 14.6 
I iaoctatincn inserinniietiitanstitcteialiedin 21.9 20.4 
18 to 34 7 21.2 22.9 
i... =a 34.9 34.6 
65 or over sone 8.3 7.5 
Median age. .... (29. 5 (29. 1) 

FEMALE 

UE ota pee ain Dec mad bineienciunbare nine 100. 0 100.0 
dnbeenid 13.1 13.3 

20. 1 18.8 

23.1 25. 4 

35. 2 | 34. 5 

| 8.5 8.1 

| (30. 4 (30.0 





1 Adapted from U. 8. Bureau of the Census, Current Population Reports, Population Characteristics, 


Series P-20, No. 47, p. 9; Current Population Reports, Population Estimates, Series P-2 
Vol. IV, Special Reports, Pt. 2, Chapter ¢ 


and United States Census of Population: 1950 
Population, p. 13. 


“ 


5, No. 73, p. 4; 
>, Institutional 
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TaBLe C 1 comparison of the educational attainment of male main earners in 
the sample and the United States male population 


wn. 0: R. C 
ye United States 
sample: Male ulation: Male 
main earners, ae . 4 
. : years or ov 
ational attainment 25 years or over a ss <A) r, 
ae in the labor force ? 
in the labor force 37.4 millior 
2,109 100 per , mithon 
100 percent 





cent 
Percent Percent 
Completed 8 or less years of elementary school 41.3 42.1 
Completed 1 or move years of high school] but no college 40.1 29.7 
Completed one or more years of college 17.1 16. 5 
Sehool vears not reported | 1.6 
Median years of school completed 10 (10. 2 

‘Main Earner” is defined as the fan sible for é I r 

2 Adapted from tT S. Bureau of the ¢ urre Reports, Labor Fore: eries P-50, 
No. 49 (October 1953), p. 8 hese figures are for the civili s nal population in October 1952 





TABLE D.—Urban and rural distribution for the sample and for the United States 


NORC sample United States 1950 
Persons Percent Person Percent 
Mill 

Total 8. 846 199.0 150.7 100.0 
Urban 5, 436 61 06.5 64.0 
Rural nonfart 1, 801 20.4 31.2 20.7 
Rural farn 1, 609 18. 2 23.0 15.3 
U. S. Bureau of Census, United States Census of Po ition: 1950, Vol. II, Characteristics of the 

Population, pt U.S. Summary, Chapter B (U. 8. G. P. O., Washington, D. C., 1952) table 58. 


TABLE E.—Percentage distribution by size o ffamily for the sample and for the 
United States 


YORC United States, 
sample 1952 ' percent 
vercent 0.5 million 
x00 10 100 

14 i8 

- 30 29 

3 20 21 

4 18 16 

) 8 

6 4 4 

7or!1 4 4 

These figures are adapted from | 3. Burea f Census, Current Population Reports, Population 
Characteristics, series P-20, No. 44, tables 7 and II, s P-20, No. 38, tables 16 and 17 


TasLe F.—Percentage distribution by census region of individuals in sample 
and estimated United States civilian, noninstitutional population 


Individuals in | United States 
Region NORC population 
sample ! | July 19522 


Percent | Percent 
Northeast 24.8 26.1 
North centra 29. 4 29.7 
rhe Soutt 31.8 30.9 
The West 14.0 13.2 


These figures are based on the 8,846 individuals in the sampk 
9 Adapted fr { 





n U. 8. Bureau of the Census, Current Population Reports, Population Estimates, series 
P-25, No. 70 (Mar. 24, 1953) pp. 3-4; and U. S. Bureau of the Census, U.S. Census of Population: 1950, 
vol. [V, Special Reports, pt. 2, ch. C. Institutional Population (U. 8. Government Printing Office, Wash- 


ington, 1953), p. 13 
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TasLe G.—I ncome distributions of the HIF sample and the Federal Reserve 
Board “survey of consumer finances” sample 


FRB sample 


NORC sample 
iC sa } (January 1952 





July 1952 } : 
. ‘ throug Le 
Family money income before taxes through June : : 
1953) percent | CHEF Ivo. 
ercent 
(2,800 = 10K . r 
2 == 1K 
Under $1,000 8 0 
$1,000 to $1,999 ll 2 
$2,000 to $2,999 14 14 
$3,000 to $3,999 ‘ , l¢ 
$4,000 to $4,999 . 15 
$5,000 to $7,499 2 2 
$7,500 to $9,999 
$10,000 and over t 6 
Unknow! l 
Median income $3, 900 $3, 8& 
1 The Federal Reserve Board family is a negligibly larger unit than the one used hers In instances where 


2 related married couples were living in the same dwelling unit, the FRB counted them as | family unit 
HIF counted them as 2 family units 
3 These figures are from Federal Reserve Board, Federal Reserve Bulletin, September 1953, supplementary 


table 15 


Taste H.—Lire-birth rates and death rates per 1,000 population for the sample 
and for the United States 


Rates NORC eo’ ee See 
Live births per 1,000 population 24 i 25. ( 
Deaths per 1,000 population 7.0 19.6 


1 U. 8. Public Health Service, Nationa] Office of Vital Statistics, Annual Summary for 1952, pt. 1 

2 Ibid., pt. 2. The death rate for the United States includes deaths in the institutional population. The 
sample population did not include persons living in institutions, nor did the sample include deaths of persons 
living alone at the time of their deaths. 


TABLE I.—Hospital admission rates and average length of stay per admission 
for the United States and for the sample 


NORC sam United States 
ple 1952! 


Hospital admission rate (per 100) ?._.. ll 2 
Hospital days per admission 3. - in . ¢ 3 


Journal of the American Hospital Association, Administrators Guide Issue, vol. 27, No. 6, pt. IL, p. 17 

Figures are estimated for all short and long term hospitals but they exclude admissions to mental or 
allied hospitals 

rhe sample figures include hospital days and admissions for all short- and long-term hospitals except 
mental or allied hospitals. The figure for the United States is for short-term hospitals only 


(At the request of the chairman, the following letter was received 
for the record :) 


ALBERT AND Mary LASKER FounpDaATION, INC., 
New York, WN. Y., Pebruary 4, 1954. 
Congressman CHakLES A. WOLVERTON, 
House Office Building, Washington, D. C. 


Deak Mr. Wo tverton: All my congratulations on the splendid success of the 
hearings on the health of the people of the United States that you have been 
holding. I am sure they will lead to greatly increased awareness of the size 
of the problems and to important new legislation. 

There is one point that I feel I should urge you to correct either by legislation 
or by proposing to the United States Public Health Service that a new, wide 
survey of morbidity be made, so that our figures about the extent and types of 
sickness in the United States might be more accurate. The present estimates 
which are all that are available are in many cases too low and not up to date 
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Information on the extent of chronic and disabling diseases in the United 
States today is so spotty and inadequate that the Congress has to rely upon 
data 18 years old and of doubtful accuracy in planning research programs to 
combat these diseases. 

This lack of precise data makes it impossible to pinpoint attacks upon specific 
diseases. If you don’t know the dimensions of the enemy, how can you possibly 
estimate the forces necessary to defeat him? Because of this, Federal, State, 
and local governmental agencies and nongovernmental organizations have been 
severely handicapped in their attempts to properly plan facilities, rehabilitation 
programs, and research projects applicable to particular diseases. 

The only previous nationwide attempt to secure data on illness for the general 
population was the national health survey of 1935-36, a WPA project. This 
survey was restricted to the cities, did not cover a broad enough segment of the 
population, and did not have at its disposal the modern sampling and medical 
diagnostic techniques which would make a current survey both more accurate and 
less costly. 

Other attempts at morbidity surveys have been restricted to limited geo- 
graphical areas, with samplings far from sufficient to project a national picture 
of the incidence of a particular disease. For example, the Baltimore Eastern 
Health District Morbidity Study of 1938-43 reported the sickness experience of 
a population living in 55 blocks of 1 health district. The current studies of the 
Commission on Chronic Tllness, 1 in a rural area (Hunterdon County, N. J.) and 
1 in an urban area (Baltimore) also suffer from the limitations of limited 
geographical coverage and insufficient samplings. 

In 1950, when brief hearings were held on a national survey of sickness bill, 
Senator Taft said he wasn’t convinced then that the Public Health people had 
developed precise enough techniques to measure the extent of illness accurately, 
and he proposed that approximately half of the sum in the bill then pending go 
toward perfection of these techniques. 

Today, it can be safely said that precise morbidity techniques have been per- 
fected and field tested. Under a grant from the United States Public Health Serv- 
ice, the new sampling techniques were tested in 1952-53 in San Jose, Calif., and the 
results obtained were amazingly accurate when checked against hospital records, 
doctors’ books, and death certificates. Dr. Lester Breslow, chief of the chronic- 
disease division of the California State Department of Health, and one of the 
Nation’s outstanding authorities on morbidity, has authored an article on the 
San Jose techniques which will appear shortly in the Journal of the American 
Public Health Association. The San Jose experiment was checked on the spot 
by Dr. Lowell J. Reed, president of Johns Hopkins University, and a world- 
renowned biostatistician. 

The President’s Commission on the Health Needs of the Nation (Dr. Paul B 
Magnuson, Chairman) wrestled with this problem of inadequate morbidity data 
during the entire year of its deliberations. In its final report, it noted that it 
had received evidence to the effect that more than 1% billion man-days of 
productivity were lost annually because of sickness and disability, costing this 
Nation the staggering sum of $27 billion each year. Yet the Commission 
confessed its inability to single out which diseases were costing the greatest losses 
in productivity, and it had this to say of the weakness of current morbidity data 
in volume 1 of its report to the President : 

“In some States a few noncommunicable diseases are reportable, for example 
certain occupational diseases and cancer. Only for certain notifiable diseases do 
we have current incidence rates for the general population and often these are 
understated because of incomplete reporting. 

“Today, chronic illness and disability present our greatest health challenges 
because of their prevalence and because they reduce the productivity, earning 
power, and living standards, as well as happiness, of individuals. Since, how- 
ever, they are usually obscure in origin, slow in development, and often unrecog- 
nized in their early stages, knowledge about them has been obtained slowly and 
incompletely. We have not yet developed a regular system of securing informa- 
tion on the chronic diseases.” 

On the basis of these findings, the Magnuson Commission recommended that 
“the Federal Government develop adequate methods to measure morbidity in 
the general population, and apply these methods on a periodic basis to assure 
better current information on the health status of our people.” 

These periodic estimates will be needed by all types of public and private 
health agencies and organizations in the planning of programs. Many cities 
and rural counties which cannot afford to conduct a canvass of this sort will 
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benefit tremendously from a periodic inventory which includes accurate, up-to- 
date data. 

Experts estimate that the precise techniques developed in the San Jose study 
make it possible to do a national survey for about $500,000. These same experts 
agree that the work should be done under the auspices of the United States 
Public Health Service, with a great deal of assistance coming from the experi 
enced technicians of the United States Bureau of the Census. 

Since both public and private agencies spend many millions of dollars each 
year to combat these major diseases, an expenditure of a half-million dollars to 


find out the true facts about the extent of the problem seems eminently worth 
hile 


I hope I may have the pleasure of paying you a call when I come to Washington 
shortly. 
With best wishes. 
Yours, 
Mary Wooparp LASKER. 
Mrs. Albert D. Lasker. 
Whereupon, at 12 noon, the committee was recessed, to be reconvened 
at 2 p. m., this same day.) 


AFTER RECESS 


(The hearing reconvened at 2 p. m.) 

Mr. Dotuiver. The committee will please come to order. 

We are very glad to have with us today Mr. Harold Gibbons, presi- 
dent of the Labor Health Institute, St. Louis, Mo. We learned some- 
— about your institution last week, Mr. Gibbons, when Mr. Nelson 

Gr uiks hank, director of the social insurance activities of the Amer- 
ican Federation of Labor, testified before this committee. 

I understand that the Labor Health Institute is one of the best 
known union health centers in the United States. 

It provides to members of Local 688 of the Teamsters’ Union, AFL, 
comprehensive health services on a prepaid basis in the center, home, 
and hospital, and hospitalization. It also is one of the few health 
centers providing dental services under prepayment arrangements. 

This committee is grateful to you for coming here to give us the 
benefit of your experience in the development of the Labor Health 
Institute. Any information you can supply on such items as the early 
deve lopment of your program, the services you prov ide, and the costs 
of rendering service will be helpful to this committee. 

We will be most happy to hear from you at this time, Mr. Gibbons, 


STATEMENT OF HAROLD GIBBONS, PRESIDENT OF THE LABOR 
HEALTH INSTITUTE, ST. LOUIS, MO. 


Mr. Grssons. Thank you, Mr. Chairman. 

My name is Harold J. Gibbons; I am from St. Louis, Mo.; and I 
appear before you today as president of the Labor Health Institute 
of St. Louis, Mo. I am also secretary-treasurer of Local 688 of the 
International Brotherhood of Teamsters, Chauffeurs, Warehousemen 
and Helpers, of the A. F. of L., many of whose 10,000 members are 
covered by the Labor Health Institute services. 

Before proceeding with a brief outline of the history and operations 
of our institute, I would like to take this opportunity to express the 
appreciation of all of us connected with Labor Health Institute for 
your invitation to appear here today. 
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Your investigation of health insurance programs, as I have fol 
lowed it to date, has been extremely constructive and gives promise 
of producing new and needed legislation. 

It has been our experience at LHI to meet visitors from all over 
the United States, and many, too, from other countries, who are grap- 
pling with the problem of providing low and middle income families 
with first-rate, comprehensive medical care without cost to the wage 
earners of these families. 

I am sure that these same community leaders, many of them col- 
leagues of mine in the labor movement, will look forward to any 
legislation that may come out of these hearings with a great deal of 
interest. 

The St. Louis Labor Health Institute is a prepayment, comprehei 
sive medical care service based on group practice methods. It was 
originally organized in 1945 and at present is sponsored by Ware 
house and Distribution Workers Union No. 688. 

The union, in negotiating its contract with its employers, secures 
provisions for a health fund which is contributed by the employer 
and represents an amount equal to 314 percent or 5 percent of the 
gross payroll. The LHI undertakes to provide comprehensive medi 
cal, dental, and hospital care to the members enrolled. For 314 percent 
these services are furnished to the individual wage earner member. 
For 5 percent the plan provides medical care for the wage earner, his 
spouse, and dependent children under 18. 

At the present time the average number of eligible individuals total] 
14.276; of these, 6,753 are regular members and 7,415 are family 
dependents. 

The LHI is governed by a board of trustees which is elected by the 
membership. Management as well as labor is eligible for membership 
on the board. 

LHI is a pro forma corporation under Missouri laws and is entirely 
independent of the union in its administration and financial control. 
Medical policies are administered by a full-time medical director. 
Only the business policies are administered by the lay board. 

The professional relationship between physician and patient is 
maintained as in private practice, with the preservation of the cus 
tomary professional secrecy and confidences of the patient. 

The LHI occupies the three top floors of the LHI-owned building 
and has additional space on the first floor where the pharmacy and 
business office are located. An outpatient medical center is maintained 
in the business district of St. Louis conveniently located near the 
majority of the business plants subscribing to its service. 

Each floor has a large, centrally located waiting room, as well as a 
reception desk; and sections usually visited by many patients have 
special smaller waiting rooms next to the offices of the physicians. 
The suites of the physicians and dentists are equipped for routine con- 
sultations, examinations, and treatment. 

The roentgenological laboratory is located on the fourth floor and is 
equipped with two X-ray machines. It provides for diagnostic ex 
aminations and superficial X-ray therapy. 

The clinical laboratory is housed in a special unit close to the section 
of internal medicine. Al] routine tests are run in this !aboratory. 

In the medical center, members receive : 
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1. Health care. This includes preventative care, immunizations, 
periodic physical examinations. 

_2. Sick care. This includes general medical care, and medical spe 
cialists’ services—internal medicine, skin, allergy, neuropsychiatry, 
pediatrics, general surgery, ear, nose and throat, eye, urology, ob- 
stetrics and gynecology, orthopedic Ss. : 

3. Dental care. 

t. Laboratory service. 

5. X-rays. 
6. Physiotherapy. 
(. Deep X-ray therapy. 

8. Special studies, BMR, EKG, 

In the hospital, members receive medical and surgical care; in the 
home, members receive home visits by doctors and nurses. 

I attach as tables 1 and II some figures on the utilization of these 
services by our members for our last fiscal year. 

In the treatment program, group practice is emphasized, and in 
the orientation to provide every medical need of the patient, there 
is an integration of all necessary specialties for his care. The staff 
members on the medical service take turns at all hours to provide 
emergency service to the homes of patients requiring them. 

Every patient proposed for hospitalization or for surgery except in 
cases of emergency, is presented at regular weekly meetings of the 
entire medical staff. Here, also are discussed patients already in the 
hospital, those being discharged and those presenting problems. 

These meetings and consultations serve to clarify the medical and 
surgical problems presented, and enlist discussions by various con 
sultants of the proposed methods of treatment. 

The medical and dental staff consists of 42 part-time physicians, 11 
consultants available on the basis of special arrangeme ata: 6 physicians 
available for home care only to members residing in outlying areas, 
and 10 part-time dentists. 

In addition the auxiliary personnel is comprised of 2 full-time 
pharmacists, 10 full-time and 3 part-time nurses, 3 full-time laboratory 
technicians, 2 full-time X-ray technicians, 6 dental assistants, and 1 
full-time medical record librarian and 1 part-time health educator. 

With contracts in force with 175 companies and industries, the 
total income of the LHI at the close of the last fiscal year amounted to 
S9S85.809. 

The actual expenses for service and administration and the allow 
ance for depreciation amounted to $751,960 or about $52.68 per eligible 
person. The operation of the medical care plan, including administra 
tion and depreciation, involved costs of $604,037, or $42.31 per eligible 
person and the hospitalization plan cost $147,923 or $10.87 per eligible 
person. ; 

Under the medical care plan cost per patient visit was $6.06. Cost 
per hospital day was $12.26. 

The average income of the wage earners was estimated between 
S50 and S55 a week. 

I attach as tables III] and IV some more detailed figures on these 
matters. 

To maintain its high quality of care the medical director has-three 
supervisors who operate under him; a chief of the medical service, a 
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chief of the surgical service and a chief of dental service. ‘These 
men form the professional executive committee. At weekly con- 
ferences they discuss matters of organization and procedure as well 
as medical problems. 

In addition, there is a medical conference committee which serves as 
an advisory committee to both the president and the medical director. 
This committee consists of 5 members selected from outstanding men 
in the community representative of both private practitioners and 
full-time teachers in the medical and dental fields. 

This committee concerns itself with all matters regarding the quality 
and quantity of the professional services, professional organization, 
professional personnel, and professional administrative problems. 
The committee meets periodically and reports both to the president 
and to the medical director. 

In order to give you an idea of the quality of services rendered to 
our members, I am quoting from the summary of a study recently 
made by Dr. Franz Goldmann, associate professor of medical care, 
Harvard University, and Dr. Evarts Graham, professor emeritus, 
Washington University School of Medicine, and chairman, board of 
regents, American College of Surgeons. This was a study requested 
by the Labor Health Institute. 


1. The quality of the medical care rendered to the more than 9,000 persons 
utilizing the Labor Health Institute in 1952-53 is of a very high order. 

2. The staff of physicians, dentists, nurses and technicians as a whole meets 
exacting requirements as to professional education and experience. It includes 
usually many persons possessing outstanding qualifications. 

3. The physical facilities of the Labor Health Institute are remarkable for 
their thoughtful design, proper dimensions of the various rooms, good equip- 
ment, and emphasis on the comfort and convenience of people coming to a 
medical center. The hospitals used for service to inpatients are distinguished 
by high standards. 

1. The service organization is efficient and cenducive to attainment of quali- 
tatively and quantitatively adequate medical care. Noteworthy are the policy 
of vesting full responsibility for selection of professional personnel entirely in 
representatives of the professions concerned; the adequacy of the compensation 
paid to the professional persons affiliated with the Labor Health Institute; the 
stability of the medical staff; the emphasis placed on provision of family 
physicians, on comprehensiveness of the initial examinations and diagnostic 
tests, and of subsequent care, including necessary consultations by specialists ; 
und a followup system organized to attain continuity as well as comprehensive- 
ness of service and promotion of preventive medicine; the time spent by phy- 
sicians and dentists on direct service to persons attending the medical center; 
and the system of regular staff conferences designed to foster high standards, 
efficiency and economy of service. The effectiveness of the efforts to provide 
the best possible medical care at the least cost consistent with qualitative and 
quantitative adequacy is clearly demonstrated by the content of the medical 
records studied as well as the data on actual utilization of the program. In 
volume and duration, the medical services, diagnostic tests, and hospital services 
received by those utilizing the program meet high standards, the dental services 
are very satisfactory, and only visiting nurse service falls short of reasonable 
expectations. 

5. The payment organization is such as to enable the union members and their 
family dependents to make optimym use of the services provided through Labor 
Health Institute without fear of the burden of costs. 

6. The administrative organization serves to maintain the quality of medical 
care at the highest possible level. 

7. The work performed at the Labor Health Institute is all the more significant 
as the people eligible for the program have a very low average income. 

8. Telling is a comment made by one of the physicians on the regular staff: 
“I wish I could practice as good medicine in my office as I can here.” 








HEALTH INQUIRY 9137 
(The documents are as follows:) 


TaBLe I.—Analysis of medical care utilization, St. Louis Labor Health Institute, 
July 1, 1952, to June 30, 1953 


Number Per eligible 


individual Per patient 


General 





Eligible individuals as of June 30, 1953 15 
Regular members 6, 753 
Dependents of regular %, 
Other individuals 
Average num ber of eligible individuals 14, 271 
Num ber of different patients_-- 9 66 
New to the institute 3 
Returned 6 
Potal patient visits ! 99, 7 6. 98 10. 54 
Total physician patient visits ? 72,7 5. 10 7. 69 
Total dental patient visits 3 20, 1. 41 2.13 
Medical Center 
Physician patient visits 55, 112 3. 86 5. 83 
Dentist patient visits 17, 668 12.4 1. 87 
Laboratory section patient visits. 7, 776 54 82 
X-ray section patient visits 5, 188 36 ! 
Physiotherapy section patient visits 1, 028 07 ll 
Home 
Physician patient visits 3, 514 25 37 
Nurse patient visits. 1, 015 07 ll 
Hospital 
Hospital cases ¢ 1, 513 11 16 
Inpatient hospital days 7, 849 55 &3 
Physician patient visits 5 7, 900 55 84 
Deliveries... 238 02 o“ 
Operations... 576 04 OF 


1 Total patient visits includes medical care visits at the medical center, the home, the hospital, and the 
doctor’s private office 

2 Physician patient visits include visitss to the radiology section though the radiologist may not actually 
see the patient, but only read his X-rays 

+ Dental patient visits includes 28 visits made to the dental X-ray nurse 

‘ Hospital cases includes all cases under the service of LHI doctors or LHI-referred consultants, not ex- 
cluding newborn and outpatient cases. 

‘ Physician patient visits are estimated as follows: 1 visit per day of hospitalization of case under doctor's 
service and | visit per consultation, per operation, per delivery, and per outpatient 


TaBLE II.—St. Louis Labor Health Institute analysis of hospital service plan 
utilization, July 1, 1952, to June 30, 1953 


Number of individuals eligible for hospital service benefits as of 


UL a a ik ccna aun sdtiimsiailie Sica cusidumiatag ‘ 14, 984 
Average number of eligible individuals__._.__._.___....__-______. mm 14, 264 
Number of hospital cases !___-__-_~- a = a a eee ee 1, 513 

Per 1,000 eligible individuals___.............___- eee 106 
Hier G: DOmeitel Gare *. 8... 2.5... - apm Da Cee 
Per 1,000 eligible individuals__.__.__.._--_~- Seat eawn 853 


Average hospital bill received__.___-_- a er read .-. $117.36 


Paid by Labor Health Institute_______--_ a aa rl are a | ee 
Pee uy petiont.............W... ils inleteshtaliadiiatiataencesetiiiigeanantaceedaakcs. oil eae 
Average payment to hospitals per day of hospitalization__..._.___~_- $14. 71 
Paid by Labor Health Institute..........--....___- CT See $12. 23 
IA UN NI il hs later Riaiplipencaienia phatase $2. 48 
Percentage of cases under service of Labor Health Institute doctor *_ 71 


Average days per inpatient case___- 


1 Includes 213 outpatients 
2 Includes inpatients and outpatients. 


detente Sibahecnimaiaiand eat 9.12 











2138 HEALTH INQUIRY 


TABLE III.—St. Louis Labor Health Institute cost analysis, 
July 1, 1952, to June 30, 1953 


Medical-care plan: * 
Cost per patient visit’ eke deed hen titasheastth ona eealeialeerectnesas oan, ae 
Cost per eligible individual per year ies siiegamrenea ae 
Cost per patient per year____-_- ‘ 63. 84 
Hospital-service plan :° 
Cost per hospital-day *____._..__-_- oe : - 12.26 
Cost per hospital case °___- eae ; : eee 97.77 


Dues income per year :° 
Regular members: 


5-percent plan member__--- posi ocigaah ails 148. 86 
5-percent plan individual____- isin Meath ieee Ie Re) aS. 
3%-percent plan member__------- cheated tnistindeaentinieinctlieces wemiiediiniietmiiaed 72. 75 
Special members : 
Continued individuals___-_- _ — mee hitetose en ae 
Hospital-service plan individuals_- a (hcie aanbn ieee 16. 77 
Group Health Association individuals nisi glen oldies abate liae 31.11 
Associate members: Family B individuals._._._._._._..._---~- a. 


1 Not comparable to previous years, as nurse visits are no longer counted 

2Cost excludes money allocated to reserves and hospital insurance plan. 

* Count based on those hospital bills completely processed during the fiscal year. Cost 
includes LHI payments to hospitals on these bills plus administrative costs of the hospital 
service plan during the fiscal year. 

* Each outpatient case is credited as 1 day. 

® Includes 213 outpatient cases 

* Regular members: This group includes those workers who receive all the benefits of 
the Labor Health Institute (medical, surgical, dental, hospital) as a result of a collective- 
bargaining arrangement under which the employer is the sole financial contributor Both 
the worker and his family are covered under the 5-percent plan Only the worker is 
covered under the 34%4-percent plan Continued individuals are persons no longer covered 
by an LHI contract clause but who have elected to pay individually the amount of dues 
the employer formerly paid on their behalf. Benefits are the same as they had as regular 
members. Group Health Association individuals are members of a cooperative group that 
contracts for medical and surgical services from the Labor Health Institute. They do 
not receive hospitalization-insurance benefits. Hospital-service plan individuals are de 
pendents of workers under the 3%-percent plan who only elect to purchase hospitalization 
benefits. This group is gradually disappearing with the general establishment of the 
5-percent plan. Family B individuals are dependents of 3%4-percent plan workers. They 
receive only limited medical and surgical benefits and pay additional small fees for each 
service. This group is also gradually disappearing with the general adoption of the 
5-percent plan 


Tas_e IV.—St. Louis Labor Health Institute, income and expenses, July 1, 1952, 
to June 30, 1958 





INCOME 

Dues: 
Regular members___._--_-~~_- casas ian ia eta ah alah te _._. $920, 030. 5% 
Special members___- ~~ ei dvivietnimgiast eae rae: “aca 
Associate members__-_-_- fbatibe sees Lefts hn tainlgdiniea ms Mingle tc teste Lol 399. 25 
| 6” ee aa alicia eisai cis aie GMh Ras 957, 712. 46 
RN Isak ciscscascinesrth sclata tines canton. a tlck eace heb icine av ek daa ead eA aa 22, 346. 09 
I aii cash incase natal ecesiealowte Seinen ee ojsh til caahiliiened 5, 750. 85 
Total income__- ae oe en canteen Mea --..... 985, 809. 40 
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TABLE IV.—St. Louis Labor Health Institute, income and expenses, July 1, 1952, 
to June 30, 1953—Continued 


EXPENSES 

Medical-care plan: 
Physicians and dentists__._-- ae $302, O76. 18 
Auxiliary personnel *__- ‘ 72, 069. 64 
Medical records and receptionist ‘ 37, 400. 91 
Medical supplies ‘ 46, 600. 19 
Subtotal - J 458, 146. 92 
Business office * 145, 890. 55 
Subtotal___- 604, 037. 47 
Hospital-insurance plan 147, 923. 36 
Reserve and expansion fund 148, 117. 58 
Total expenses ic 900, O78. 41 
Total undivided income_-_-— — ‘ 85, 730. 99 


1 Includes laboratory and X-ray technicians, nurses, and dental assistants 
2 Includes all nondirect medical expenses, such as rent, postage, and depreciatior 


Mr. Gispons. That is the statement I have presented to the com- 
mittee in the hope it can be of some help to you in your deliberations 
on possible legislation. 

Mr. Dotiiver. I am sure it will be, Mr. Gibbons. We appreciate 
your appearance here. We are very grateful to you for coming here 
and for your consideration and for your giving testimony. 

Mr. Pexzy. I would like to comment that it is unfortunate that we 
had this appearance at this particular time. This witness has come 
here at this particular time, but there are important matters on the 
floor that made it impossible for the members to be here. I am sure 
that the other members of the committee will read your testimony and 
get some good out of it. 

There is one question I would like to ask which covers a specific 
sase: A member of the teamsters’ union in Seattle, Wash., who had 
vancer of the skin on the nose had to go to specialists, and his bill 
was hundreds of dollars before he got through with the grafting of 
skin on afterward to complete the cure. 

I was wondering, under your plan in St. Louis, whether he would 
have been covered and had that treatment? 

Mr. Grippons. He would have been covered completely for all of the 
therapy required, including the grafting of the skin, at absolutely 
no cost to himself. 

Mr. Petty. Would you have, in that case, called in a specialist to 
do that work? 

Mr. Gipsons. We would have had cancer specialists working on the 
curing of the cancer, and then we would have had plastic surgeons 
working on the skin grafts. Plastic surgeons—we have very little 
use for them because we do not take care of superficial blemishes, 
But, wherever there is any grafting necessary as part of the therapy, 
then we have top plastic surgeons in the city of St. Louis on our 
referral staff. We do not maintain them as visiting staff members 
because there is very little work for them. 

Mr. Dottiver. What would you do if in the event of a long-drawn- 
out catastrophic illness one of your members became incapacitated with 
a practically permanent disability ? 
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Mr. Gispons. In terms of permanent disability, our union, as such, 

has a program, a separate program from our medical center, to take 
care of his income during that period. We would take care of neces- 
sary work, medical work on the case, just as long as necessary. 
_ If it were a case, for instance, of tuberculosis wherever our State 
insurance institutions are provided for, then we have no responsibility 
in that case excepting to provide, I think, a maximum of $100 a year 
for incidentals ; or, if it is a case of insanity, we have no responsibility 
in that instance excepting for the diagnostic work, the committing of 
the patient, and that ends our responsibility. We do treatment and 
we have a psychiatric department which takes care of mildly emo- 
tional disturbances. And we do go to the extent of giving shock 
treatments. But, if it goes beyond that in a crippling sense, then they 
are institutionalized and we have no responsibility because the State 
provides for it. 

But the normal longtime catastrophic illness, as we commonly 
understand it, would be covered by our plan; and there are people 
who may receive treatment over a period of years in the setup. 

Mr. Douiiver, How about after a member has retired? Is there 
any provision where they can stay on? 

Mr. Giszons. There is provision for anyone who quits or is fired 
in the shops or who retires, but it involves that person carrying the 
payments just as though he were continued in the Saatet And 
as such we consider him part of the group and we will permit him to 
make the necessary natin payments formerly paid for him on his 
behalf by his employer. 

If he wants to continue to make those payments, he gets exactly the 
same service. 

Mr. Dottiver. In other words, it is a very comprehensive coverage 
that you get and no subsidy is needed ? 

Mr. Gispons. No. The only expenses there are involved in the 
whole plan is (1) where we pay around 91 percent of the total hospital 
bill. Many of them are 100 percent; some of them are small charges 
because of, for instance, a large amount of blood transfusions, and the 
extras on the bill may amount to $100. But it averages out we pay 
91 percent of the hospital bill. We have a separate hospital plan for 
that. But all operations, be they one or a dozen, are completely paid 
for by the institute. 

In the dental section all tests and X-rays are covered by the institute. 
In the dental department, dental X-rays, extractions, and fillings are 
all paid for. The only charges that we make in the dental department 
are for partial or complete teeth. And there we only charge the actual 
laboratory fee for a partial plate or a full plate. 

There is no charge for the work that is done on it, the fitting or 
anything else. 

Likewise, in terms of glasses, there is no charge for the fitting or 
any eye therapy. But for the glasses there is an actual charge through 
one of the outfits where we have practically a wholesale rate available, 

Likewise, on drugs we have run our drugstore for some 5 years now, 
and I think the drugstore has probably $1,000 or $2,000 in the bank. 
We try to run it at actual cost, passing on completely the savings to 
the members. They obtain quite a savings there. 

What we have done in essence is to take 15,000 nonconsumers of 
medical care in the city of St. Louis, who formerly either indulged in 
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self-medication or when they were sick were charity cases, and brought 
them into the field of medical consumers. We have added to the 
community’s medical facilities in the building of this institute. I think 
we have served the best interests of the medical profession’s personnel 
thereby providing money for work which normally they never had 
occasion to do; that is, unless it was on a charity basis, or a clinic or a 
charity ward in a given hospital where those doctors would be per- 
forming the same work for free. 

Mr. Do.itver. How did you get the money, originally, to get the 
facilities and the building ? 

Mr. Gresons. We started on a very small scale when we first signed 
our first contracts. We started after we had signed up 1,500 people, 
and we covered 1,500 people. 

Our first contracts ae clause saying that this particular clause 
would become operative at the time that the union stated they were pre- 
pared to render service. In some cases after we signed the contract, 
it did not work for 6 months. After we had signed about 1,500, then 
we borrowed some money from the union and rented a place, fixed it 
up, bought a minimum of equipment, and most of that on time. 

But, today, our three floors of equipment is completely owned; and 
the initial equipment has long since been replaced by the newest and 
most modern type because of the adequacy of the funds provided. 

Mr. Petty. Without Federal subsidy or aid? 

Mr. Grszons. There is no Federal subsidy of any kind. The whole 
program from the beginning has had both management and labor 
participation, plus public people. 

We have maintained a board, a tripartite board. Now, actually the 
wnion has a majority of our people on it, but we have representation 
from both the public and the employers on that board. All of the 
committees of the board which function in the field of budget and 
the field of rules and regulations are tripartite committees in which 
there is 1 management, 1 public, and 1 labor person from the board 
of directors. 

We have never received any subsidy of any kind in its operation, 
and we have adequate reserve funds now. We set aside 10 percent of 
our income for reserves, operating reserves, and 5 percent for possible 
expansion. We hope to be able to build a new medical center because 
this one has now restricted our growth and we have filled the building 
and we need to get bigger space. 

But the building of that, we have ample funds available for it when 
we are prepared to move on the project. We look forward in the not 
too distant future to even reduce the 5-percent moneys which we are 
collecting. We hope to reduce that to 41% percent and bring it down. 
But even at 5 percent, at our level of income, we are collecting roughly, 
I would judge, around $130 a family which is complete and compre- 
hensive medical care. And I think you will find the American people 
spending a lot more than that today under the inefficient solo system 
of medicine which is currently in vogue and practice. 

Mr. Petty. Have you had any trouble getting hospital rooms? 

Mr. Gipsons. We had the same problem of anyone. Hospital beds 
are very tight in the city of St. Louis, although we are fortunate in 
having two big medical schools and centers there. 

We probably have more than our share of hospital beds for that 
size community, but it is very tight and you have to wait for an elec- 
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tive operation as much as 2 to 3 weeks to get in. Emergencies are 
taken care of. 

Mr. Petry. Do you know anything about the number of nurses or 
doctors in St. Louis? Do you have any trouble getting them ? 

Mr. Gissons. No, I am not familiar with the exact figures on it, 
but one of the problems facing the increased distribution of medical 
care of the American people is, in my opinion, one of the very acute 
problems, the absolute shortages that we have of medical personnel, 
including physicians. I think the figures will indicate we are gradu- 
ating less now from medical schools than we did 25 or 50 years ago. 
That is true despite our rapid increase in population. 

What we are going to have to do if we want to obtain any wide- 
spread medical care is to hit the first bottleneck in the training of 
additional nurses, technicians, and medical personnel. As you well 
know, medical training is probably the most expensive kind there is. 
And if we are going to obtain it, it would seem to me that you are 
going to have to go into some form of Federal subsidy for medical 
training. 

Definitely there is a scarcity. We have trouble in many of our 
departments trying to obtain physicians. Orthopedic surgeons are 
very difficult to obtain. They are so few in number and so busy that 
they just cannot take time out from their private offices to come down 
and participate in our program. 

You constantly run into that kind of a situation. Pediatricians 
are highly limited, or at least scarce, where there is inadequate per- 
sonnel to take care of that kind of problem. 

Mr. Petty. We have had testimony before this committee to the 
effect that one of the problems of getting more doctors is the matter 
of getting the staff to teach doctors. It is not a matter of dollars, 
necessarily, but it is very difficult to get competent physicians who 
can teach. 

Mr. Grepons. I do not know. I have never known of any over- 
crowding of classes in medical schools. It always seemed to me 
if anything the classes at medical schools were short, a shortage of 
students, and we never had to face the problem of overcrowding, 
which might be the result if we are short in teachers. 

I agree with you that it takes a very high caliber man to do the 
teaching. 

Now, one of the things that may very well be is that. It is amaz- 
ing to me to find the low salaries that are available to men who 
devote their entire life to institutional work, that is, such as staff 
people in these big teaching hospitals and big medical schools. You 
will find some of the very top men in the profession who are perhaps 
working for $15,000 a year, or $20,000 a year, maximum. Well, 
the average physician out in the field, the average surgeon, can make 
that much money very easily in his private practice, without the 
tremendous responsibilities that go with the teaching job and with 
some of the work that these men are doing in these fine institutions. 

That may be a product of the inadequacies of the financing of these 
medical institutions. Possibly, if the institutions were in some fashion 
helped by Federal funds, you would be in a position to attract more 
good, competent people to the field of teaching and out of the field 
of just private practice. Their skills, at least they would be spread 
greater and they would be of more benefit. 
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Mr. Do.uiver. I would like to direct your attention to 1 or 2 ques 
tions, Mr. Gibbons, about the internal organization of your institute. 
Do you have a number of physicians in direct employment of the 
institute ¢ 

Mr. Gisnons. We have only one full-time physician, who is our 
medical director. The rest are all part time, what we call a part 
time visiting staff, men who put in certain hours certain days, some 
as little as 6 hours a week and some as many as 25 or 26 hours 
a week, 

Every one of our physicians have their own private practice. 
Every one of them are on hospital staffs. The only one we have on 
full time is our medical director, as I say. 

Mr. Douutver. Now, does that mean by that token that the pa 
tient, 1 one of the subseribers or 1 of the beneficiaries of your plan, 
may call any physician that he cares to in the city of St. Louis? 

Mr. Ginsons. No, we have what we call “the choice within the 
panel.” For instance, in our internal medicine we have probably 
11 physicians. And a person coming in for care, for an example, 
or illness, upon registration is usu: ally assigned to a physician. But 
if there is any desire on his part to change physicians, or to pick 
a particular physician on our staff, he has that choice. Within every 
one of our departments we try to maintain a minimum of 2 or 3 
people in order that there is some kind of choice because there may 
be a kind of personality conflict which would make for happier re- 
lations if they did have a different physician. 

In that sense we do not increase anybody’s hours in any depart 
ment where there is only a 1- or 2-man deal. We try to add another 
physician when we find need for more hours in that department, so 
that we always have at least three people in these departments which 
will give the patient a choice. 

Mr. Dotuiver. Let us say here is a man who agrees to spend 15 
hours in the work of your institute. Is he paid on an hourly basis 
or - he paid for the work that he does? 

r. Grssons. The payment program of the LHI, needless to s: 
eying to arrive at compensation for physicians in this kind ott an 
institute, is something entirely new and it is quite difficult. There 
aremany, many factors. What we are doing in each one of the depart 
ments, each one of the specialties presents a problem. 

For instance in general surgery, we pay them, as of right now, by 
taking a budget and estimating the amount of work going through 
that department that would keep one full-time surgeon busy. So we 
go to the best sources available in trying to decide “what the average 
income for a practicing surgeon in this country is, a general surgeon. 
I think it runs today something around $17,000. That is a median 
average. Then we take that $17,000 depending on the number of hours 
that each one is scheduled in the department, and we split that per 
centagewise, and we give each one a certain stipulated amount each 
month. 

For that $450 or $700 a month he not only spends a certain num- 
ber of hours in the medical center, seeing patients and working on 
patients, but then he handles all of the general surgery which is re- 
quired by his department in the hospital. 
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Now, if you were to take an ear, nose and throat doctor where there 
is very little hospital work, the bulk of our salary then goes to that 
gent in terms of his hourly pay. All of the physicians are paid extra 
and separately for things like home calls, office calls in his own office ; 
and he is paid a vacation pay, he is paid sick leave, he is paid for any 
meeting time we have. And, if he has any supervisory responsibilities, 
he gets additional pay for that. 

All of the staff are paid 25 cents per hour for each additional year 
up to 4 years. And if his rate is $6 an hour, after 1 year it goes to 
$6.25; $6.50 on 2 years. This is a kind of seniority pay or pay for 
staying with the institute because we think his value increases year by 
year, at least up to the fourth year of his staying with the institute 
and remaining with the patients, rather than finding new physicians. 

Mr. Dottiver. I suppose you have quite a number of physicians who 
have some relationship, then, to the institute. But how many are 
there? 

Mr. Grezons. We have 42 physicians and about 10 or 11 dentists. 
The total of 52 doctors are visiting physicians in the institute. They 
come there regularly at certain time and at certain hours during the 
week. In addition, we have about 11 men, whom we have on our 
panel of referrals. They cover all of the specialties, and they are 
practically the topmen in the profession in the country. 

Then we have some people on our staff, about half a dozen, who 
take care of home calls in the outlying areas so that our physicians 
in the town do not have to travel 15 miles. 

Mr. Dotitver. These doctors who have this relationship to you, 
they have their own offices ? 

Mr. Grpzons. Yes. 

Mr. Do.tiver. And much of the work is done in their own offices ? 

Mr. Gissons. Oh, no; it is unusual for a case to go to their own office. 
Usually, if a person is under their care in the medical center, they are 
in the medical center Monday, Wednesday, or Friday, or maybe Mon- 
day and Wednesday. Now, if on Thursday that patient calls for him 
and he has some problem that is critical, he will tell him to come in 
and see him in his office, or once in awhile, if he has to see him during 
one other day, he will see him in his office. 

He has that right in order to take care of the needs of the patient 
to occasionally see the person then. If he sees a person, usually on 
Monday, he will schedule him back on Wednesday. That is what they 
try to do. 

‘Mr. Douiiver. Of course, in the Middle West, we know that St. 
Louis is a great medical center, because of the fine hospitals and schools 
which are there; accordingly, this movement that you have there pre- 
sents another symptom of the leadership in this field to which we have 
long lookel to St. Louis to provide. 

Now, I would like to follow through the procedure that might be 
followed in a family where a boy, a 15-year-old boy, and I am taking 
this out of my own family experience, comes down with a bad stomach 
ache, they find he has a_ high blood count, and he has an appendix 
that has to come out. When the mother in the family first discovers 
that, what does she do, with your plan ? 

Mr. Gispons. She picks up the telephone and calls the medical center 
directly. She is connected with one of the physicians, and if she 
happens to know her physician, who has taken care of her family, 
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then she will probably ask for him, if not, if she does not have a par 
ticular one, she will be referred to one of our physicians and explain 
that she would like to have a house call, that her boy is running a fever 
and has a very bad pain in the stomach, if it does not look critical. 

And such a statement as yours would indicate immediately to a 
physician that this looks like an appendix. It might very well burst. 
Then, they would probably say, “Meet me at the hospital and take 
him in a cab.” Or if he has a family car they will probably bring 
him over there. In any event, depending upon the ability or judg- 
ment of the mother to say whether that can be done, they will prob 
ably meet him there. 

Otherwise, they would probably come out to the home on a house 
visit, if it were a slightly different diagnosis that was given over the 
telephone, or story over the phone. In any event if it were necessary 
to take a cab, we would pay for the cab. And he would be brought 
to the hospital, assuming he was in good enough shape to travel. 

If he was not able to travel, we would send out an ambulance. We 
would take him to a hospital. He would be hospitalized; if the diag- 
nosis were correct and he had an appendix, he would be immediately 
operated on by one of our surgeons. 

Upon receiving the call, a story such as that would indicate surgery, 
and a surgeon would be alerted. That surgeon would be at the hos- 
pital waiting for the physician when the physician and the patient 
arrived. 

That patient would be operated on. In all events it would be an 
emergency operation. In an operation of that nature, he would be 
out of the hospital before 9 days were up, probably in the course of 
5 or 6 days if there were no complications and shock conditions and 
no blood transfusions required. He would probably have nothing 
in the way of X-rays, which would not be covered. We would cover 
many of the X-rays. 

So the result would be, from the moment we received the telephone 
call, until that boy is back at home, cured, there would be not a penny 
of expense involved for the person who was covered by your program. 

Mr. Dotutver. That is exactly the story that I wanted to get into 
this record. 

Mr. Grepons. And that is a typical kind of case. 

Now, there are some instances where we go out on a home call and 
we find a situation which requires just a little bed care at home. And 
because of the crowded condition of the hospitals maybe it is a flu 
case, or the doctor will go out and see the case and a nurse will arrive 
and every day that nurse will be back to that home to instruct the 
mother, if it is a child with the flu, how to take care of it and adminis 
ter the medicine and check the surroundings of the air and everything 
else and take care of it. It is when you need it and where you need 
it, and much as you need it. 

Mr. Doturver. Has there been any concerted action of opposition 
on the part of the medical societies in your vicinity to this plan? 

Mr. Grepons. No. We have from the beginning tried to be above any 
criticism as far as quality of care is concerned. We had only one 
criticism, which was, when we applied for membership on the Social] 
Planning Counsel, which is the Community Chest agency. There 
they questioned the quality of the care. So we asked the Community 
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Chest to bring in some experts, top experts, who might be able to 
check. 

They brought in Franz Goldmann, the Community Chest did, and 
they brought in a man named Dr. Farris who rates hospitals for the 
American Hospital Association. And those two men interviewed our 
physicians and some physicians who had left our staff; they inter- 
viewed patients and checked our medical records and our equipment. 
They looked at our procedures. And when they came out of there, 
they said that they were astounded that such medical care was being 
given in the city of St. Louis by a trade union. Secondly, that the 
only place they found that type of medical care being practiced was 
in the finest teaching institutions or institutions such as the Mayo 
Center, Mayo brothers. 

And that killed the question of our admission to the Social Planning 
Counsel. After that report was submitted by experts, picked by this 
agency, we were admitted to the Social Planning Counsel. 

Officially, none of the societies have ever attacked us. We have 
always had top men in the profession affiliated with us. 

The only other observation I would make is that in the whole 
question of the AMA, I think you have to be pretty careful to sens- 
rate what might be called some very conservative politicians in the 
field of medical practice, as against the very decent people who are 
practitioners of medical care in this country. 

I would say to you that the vast majority of physicians are just as 
anxious as you and I to bring to the American people adequate medi 
cal care at a price that they can afford. They happen to be caught 
in a situation, also. It is unfortunate that there is not more of an 
enlightened attitude on the part of the officials of the AMA, the top 
people. 

Mr. Dotuiver. Now, I take it that the management, from what you 
have said of this health center, is in the hands of the particular 
union of which you are the secretary-treasurer ¢ 

Mr. Gisnons. The management is vested in a corporation, which 
is completely clear of the union insofar as any union action or control 
is concerned, but as a covered member or a voting member, and plus 
all of my other members, it almost becomes automatic that in their 
sessions they elect me as their top person. 

Mr. Dottiver. What I am trying to get at, Mr. Gibbons, is that it 
is not only the teamsters’ union, of which you are a part, but there 
are many other AFL unions that have the advantage of this system, 
also ? 

Mr. Gissons. There are in other parts of the country. In the 
case of the Labor Health Institute, any other union in St. Louis 
could join. It is available to them in the sense that it is not a team- 
sters’ union, a closed corporation in any fashion. This is available 
to them if they want to do it. 

It could be expanded in that sense to cover any union in a position 
to negotiate that particular 5-percent clause, which we have, and it 
would bring them under its coverage. And they would participate 
with those already in, as far as its administration is concerned. 

Mr. Dottiver. Actually, this is at no cost to the workmen at all, 
the cost is borne by the employers? 
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Mr. Gresons. It is noncontributory. It is a contribution on the 
part of the employer; it is a part of the union contract. It requires 
that the emp ployer shall pay over to the Labor Health Institute a 
certain percentage of the payroll. 

M~. Dotuiver. I think that that is all. Do you have any questions 
Mr. Mack? 

Mr. Mack. I am sorry that I was not here at the first part of your 
statement, but I am very much interested in your program. Is there 
any area in the country where they have duplicated this, in a similar 
service 4 

Mr. Gipsons. A series of those plans in the country are in effect. 
I do not believe any of the group prepayment plans financed through 
collective bargaining is as comprehensive as ours. The International 
Ladies Garment Workers have several plans, but none of them have 
the coverage that ours has, the comprehensiveness of the coverage. 

In that sense, they differ. The others are less adequate when it 
comes to meeting the needs of their membership, because they are not 
adequi itely financed to do it. 

I imagine as time goes on, they will tend to become more acdequat e 
but as of now ours is the most comprehensive. 

Mr. Mack. I presume you have already covered the point, but how 
are the contributions arranged ? 

Mr. Gissons. They are arranged through collective bargaining be- 
tween the union and the employer. And we have a standard clause 
which in essence states that the employer agrees to pay to the Labor 
Health Institute the sum of 5 percent of the company payroll, cover 
ing all of those people in the unit covered by the union, the collective 
bargaining unit. Then it goes on further to say that the company, 
union, nor the people will have any stake in that money, or any claim 
to that money, excepting that the employee shall have a claim as a 
result of payment in terms of services as provided by the bylaws. 

And the union has no claim to that, the employer has no claim, and 
the employees have no claim, excepting they have a claim on services 
is outlined by the bylaws of the LHI. That is a product of negotia- 
tions. 

Mr. Mack. Does that cover just the union members, the dues-paying 
members ? 

Mr. Gissons. Just the dues-paying members and their dependents, 
their spouses, and dependents. 

Mr. Mack. It would cover all of the dues-paying members, would it ? 

Mr. Grspons. All of the employees in the unit; even if they were not 
technically a member of the union, they would still be covered. There 
are some instances where the employer himself covers himself, and 
the office girls, who are not a part of the bargaining unit, are covered 
by the LIP. 

Mr. Mack. There is no group of individuals that are working there 
who are not covered by it; is that correct ? 

Mr. Grepons. Yes; there are certain people who would be working, 
for instance, outside of the bargaining unit, which we happen to be 
representative of; and there are certain people who are not in that 
who are working for that company and who are not covered by our 
plan. 
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For instance, as I say, in many plans we have the workers in the 
warehouse but we do not have the office girls. And the office girls are 
not covered by our plan. The warehouse people would be. 

Mr. Mack. I have no further questions. 

Mr. Dotiiver. Unless there are further questions, I want to reiterate 
our gratitude to you for your courtesy in coming here today and giving 
your statement on a very fine and comprehensive plan. 

The committee stands adjourned until tomorrow morning at 10 
o'clock. 

(The following additional information was later received from 
Mr. Gibbons :) 


Laspok Heattu Instrrute, INc., 
St. Louis 1, Mo., February 11, 1954. 
Representative CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. ¢ 

DEAR REPRESENTATIVE WOLVERTON: I have your letter of February 4 and, as 
requested in your letter, Iam submitting the information: 

1. Two copies of specimen contracts. 

2. Two copies of specimen contracts with mdividual physicians. I am enclos 
ing a booklet on how doctors’ fees were determined at the St. Louis Labor Health 
Institute. However, some changes have been made in the rates paid our pro 
fessional staff sasically, the factors which determine the compensation have 
not been changed. We use the median net incomes of major independent spe- 
cialists as outlined in a 1949 and 1951 United States Department of Commerce 
study. Since no further studies were available, we have adjusted these figures 
for the current year. In addition, on the advice of our Medical Conference 
soard, we have instituted a fee for service program based on 75 percent of the 
Missouri medical fee schedule. 

3. I have made corrections on the summary of the plan submitted to me 

It was a pleasure for me to appear before your committee and I sincerely hope 
that the information I have submitted will be helpful to your committee. If 
there should be any further questions regarding our plan, I will be most happy 
to forward the information to Fou. 

Respectfully yours, 
H. J. Girrons, 
President, St. Louis Labor Health Institute 


AGREEMENT 


It is agreed that the Company will pay into the St. Louis Labor Health Insti 
tute a sum equal to 5 percent of the gross pay (before deductions for social 
security, taxes, union dues, ete.) of all full-time regular employees of the com- 
pany within the Collective Bargaining Unit covered by this agreement, plus 
5 percent of the pay of any other persons regularly in its employ full time whom 
the company wishes to enroll. Said 5-percent payments shall entitle the em- 
ployees of the company covered by this agreement to regular membership in 
the St. Louis Labor Health Institute for themselves and their dependents as 
associate Members under the Family “A” Plan. He and his dependents shall 
be entitled to such medical services and hospital benefits as are provided in the 
rules and regulations of the St. Louis Labor Health Institute. 

Payments to the St. Louis Labor Health Institute hereunder shall be made 
weekly, biweekly, monthly, or otherwise, as may be agreed between the Com- 
pany and the St. Louis Labor Health Institute, and shall continue for the dura- 
tion of this contract. 

The Company shaJl have no right, title, or interest in any monies so paid or 
in the funds of the St. Louis Labor Health Institute or its control or manage- 
ment except as provided in the bylaws of the St. Louis Labor Health Institute. 
No employee shall have any right, title, or interest in any monies so paid or 
any Claim against the Company, or the St. Louis Labor Health Institute, or the 
Union, or any right, title, or interest in the control and management of said 
St. Louis Labor Health Institute, except as provided in the bylaws of the St. 
Louis Labor Health Institute. 
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The Company's and employees’ right, title, and interest shall be limited to 
medical and health services to employees and members of their families while 
said employee is in the employ of said Employer except as otherwise provided 
by the bylaws of said St. Louis Labor Health Institute 


HOW DOCTOR FEES WERE DETERMINED AT THE ST. LOUIS LABOR 
HEALTH INSTITUTE FOR THE FISCAL Y9AR JULY 1, 1952-JUNE 30, 
1953 


INTRODUCTION 


The problem of doctor fee determination confronted the LHI administration 
during the major parts of 1952 and 1953, as it had in years past. This problem 
continues to arise because of the nonexistence of established precedent in regard 
to the payment of part-time doctors connected with prepayment, group practice 
medical care plans. As a result, LHI has been forced to come up with its own 
set of answers, year after year, based on trial and error. How the rates were 
arrived at for this fiscal year is outlined below, as well as the systems of fee 
allocation used in the various sections. LHI does not believe that the present 
plan of compensation is the final answer. But LHI does feel that at least it is 
a step in the right direction—the setting of doctor fees on an objective basis, 
subject to rational administration decision. 


WHAT IS A FAIR FEE 


The LHI administration originally felt that fees set in accord with the following 
concepts would constitute a fair return to LHI doctors for services rendered. 

1. The going rate.—The amount budgeted for doctor fees expense should pro 
vide an income to Labor Health Institute doctors, which, on an annual basis, is 
comparable to that received by the average doctor in private practice. 

2. The minimum guarantee.—The amount budgeted for medical center and hos 
pital work should generally guarantee Labor Health Institute doctors a sum 
equal to what they would have received if their 1951 rates were still in effect 

3. The seniority increment.—The amount budgeted for medical center work 
should provide LHI doctors with a 25-cent-a-medical-center-hour annual increase 
up to 4 years of seniority. 

4. The scarcity factor—The amount budgeted for doctor fees expense should 
be sufficient to attract to the LHI staff the needed number and variety of 
specialists. 


DETERMINING THE “GOING RATE” 
FOR PHYSICIANS 


Before an annual budget figure for physician fees could be determined, it was 
necessary to agree upon the “going rate” for the various specialists. A “going 
rate” was wanted that would be average for a physician working 2,080 hours a 
year, engaged in independent practice as a specialist, and located in St. Louis. 
Further requirements for any “going rate” selected were that it be a measure 
of net income, including monetary compensation only, and excluding income from 
administrative work. 

The median net incomes of major independent specialists as outlined in a 1949 
United States Department of Commerce Study * were felt to be the most objective 
income standards available for the purposes of determining physician “going 
rates,” and were adopted by the LHI for purposes of its fee determination. The 
annual income figures were— 


Internal medicine______..-.-- $10, 944 | Ear, nose, throat._.._------- 11, 652 
oe eins 10, 695 | Eye___-- i ita hs bs Abid 13, 323 
Behe: eeatethca cir Lededuasd-qaauaes 12, 333 | Gynecology obstetrics__._ --- 14, 288 
EMIONORY oaks sacs. cud 12, 325 | Orteneenet nn... ins idnnnn 15, 063 
Neuropsychiatry____--..--_-_-- 13, 375 | Urology a eenciaige’ | ely ene 
General surgery_-.---.....-- I cctcteienstenorscetletinanercinriad 16, 550 


The LHI’s concept of “going rate” was felt to be fair to the LHI staff in these 
respects. 


1Weinfel@ William, Income of Physicians, 1929-49, Survey of Current Business, July 
1951, U. S. Department of Commerce, table 9 











2150 HEALTH INQUIRY 


1. Full time was defined as a 40-hour workweek. Yet, a recent United States 
Public Health Service study concluded that the median hours worked by 
physicians in group practice were 50 hours a week.” If the 50-hour week had 
been substituted for the 40-hour week in the LHI’s calculations, then the “going 
hourly rate” for physicians in the United States would have been correspondingly 
lowered. 

2. The average independent physician made 9 percent more than did the 
average United States physician and 28 percent more than did the typical 
salaried physician.” If the income of private practice physicians had not been 
the yardstick, “going rates” would have been set at a lower level. 

3. Specialists in independent practice earned 30 percent more than did inde 
pendent physicians in the country as a whole. If specialists’ income had not 
been used in defining “going rates,” the rates would have been set at a lower 
level 

+. The monetary equivalent of paid holidays, vacations, and sick leaves was 
not included in the concept of physician compensation. These benefits were 
estimated to add another $1,000 a year to physician’s income.’ Furthermore, these 
benefits were peculiar to salaried physicians only, and partly made up for the 
lower cash incomes they received as compared to the incomes received by inde- 
pendent physicians. Labor Health Institute physicians received these “salaried” 
benefits. At the same time, the attempt is made to have their net dollar income 
equal the higher dollar income earned by independent physicians who lack paid 
leave benefits 

In two major respects the selected “going rates” were felt to be at fault 

1. It was known that rates for independent physicians practicing in St. Louis 
during 1949 were 9 percent higher than those for independent United States 
phy sicians.’ 

It was not known just what specialties averaged higher in St. Louis than 
nu the country as a whole. The Department of Commerce figures, while pro- 
viding the best picture of physician income to date, were not infallible. It 
was recognized that scarcities existing in the St. Louis physician market might 
necessitate a modification in the “going rates” originally proposed. 

2. It was suspected that physician income had increased since 1949, the 
year of the United States Department of Commerce study. setter collections, 
increased fees, and greater output of work, factors that explained the 1929—49 
rise in physician income’ were factors that were believed to have continued 
in the years of inflation following 1949. It had been observed in 1949 that 
the average net income of nonsalaried physicians followed a course similar to 
the trend in general economic conditions.’ If this relationship still held true, 
then the 1949 income standards were no longer descriptive of current (1952) 
physician income. _To make the 1949 figures valid yardsticks once more, some 
amount of upward adjustment was needed. The question was how much should 
this amount be. No specific Government study existed to provide the answer 
But based on the reasoning outlined in appendix I, it was estimated that the 
median net income of nonsalaried physicians had increased almost 12 percent 
from 1949 through 1951. Thus, the 1949 income figures were increased 12 percent 
to provide the institute with “going rates” that reflected the change that had 
taken place in the level of physician income since the 1949 study was made. 

Before a settlement was reached on doctor fees, the United States Department 
of Commerce issued another study’ indicating that the median average physi- 
cian income was $505 higher than the LHI had estimated for 1951. No break- 
down by specialty was given. The original 1951 estimated “going rates’? were 
upwardly revised by $505 to reflect the latest information available on physician 
income. The “going rates” finally used, by specialty, were as follows: 


? Goldstein and Hunt, Medical Group Practice in the United States, U. S. Public Health 
Service, Publication No. 77, 1951. p. 37. 

’ Weinfeld, table 4, Median Average. 

*‘ Weinfeld, table 9, Median Average 


Dickinson and Bradley, Survey of Physicians’ Incomes, Journal of the American Medi- 


cal Association, July 28, 1951, p. 1252. 

* Weinfeld. table 13 

7 Dickinson, Frank, Your Doctor's Income, Today's Health, December 1951, p. 13 

§ Weinfeld, p. 10 

* Incomes of Physictans, Dentists, and Lawyers, 1949—51, Survey of Current Business, 
July 1952, U. S. Department of Commerce, pp. 5—T7. 
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Internal medicine $12, 574 | Ear, nose, throat $13, 2S 
Pediatrics 12, 325 | Eye 14, 953 
Allergy 13, 963 | Gyn-obstetrics 15, 918 
Dermatology = 13, 755 | Orthopedics 16, 693 
Neuropsychiatry 15, 005 | Urology 14. 951 
General surgery 17, 019 | X-ray 18, 180 


FOR DENTISTS 


Before an annual budget figure for dentist fees could be determined it was 
necessary to agree upon the “going rate’ for dentists A “going rate’ was 
wanted that would be average for a dentist working 2,080 hours a year, engaged 
in independent general practice in St. Louis. Further requirements for any 


going rate” selected were that it be a measure of net income, including mone 
tary compensation only, and excluding income from administrative work. The 
median net income of nonsalaried United States dentists engaged in general 
practice as outlined in a 1948 United States Department of Commerce study 
was felt to be the most objective income standard available for the purpose 
of determining dentist “going rates,’ and was adopted by the LHI for purpose 
of its fee determination. The annual income figure was $5,796 

In one major respect the selected “going rate” was felt to be at fault. It was 
suspected that dentist income had increased since 1948, the year of the United 
States Department of Commerce study. For it has been observed in 1948 that 
the average net income of nonsalaried dentists, like that of other independent 
practitioners, followed the trend in general economic conditions quite closely 
If this relationship held true in the years of inflation following 1948, then it 
was reasonable to assume that dentist income had likewise increased. The 
question was how much had the increase been? No specific Government study 
existed to provide the answer. But based on the reasoning outlined in appendix 
II, it was estimated that the median net income of nonsalaried general dentists 
had increased almost 16 percent from 1948 through 1951. The 1948 income 
figure was similarly revised to provide the institute with a “going rate” for 
1952 that reflected the change that had taken place in the level of dentist income 
since the 1948 study was made. 

Before a settlement was reached on dentist fees, the United States Department 
of Commerce issued another study, indicating that the median average income 
of nonsalaried dentists for 1951 was $24 less than LHI had estimated for 1951.” 
The original 1951 estimated “going rate’ was downwardly revised by $24 to 
reflect the latest information available on dentist income. The “going rate’ 
finally used was $6,684. 


DETERMINING THE EQUIVALENT FULL-TIME DOCTORS 


Once “going rates’ were established, the LHI was faced with the problem 
of determining the total hours devoted by its part-time staff to LHI work. Unless 
such a calculation was made, it would be impossible to apply the concept of 
the “going rate” to the amount of fees these doctors should receive 
For example, LHI figured a full-time gyn-obstetrician should receive $15,900 
according to the “going rate.”” But LHI was using the services of five part-time 
obstetricians. The time these doctors spent in the Medical Center was a matter 
of record. But for all other services performed—home calls, deliveries, opera 
tions, hospital visits, office visits—the actual time spent in their performance 
was an unknown quantity. Therefore, the medical director, Mr. McNeel, was 
asked to assign an average time for each 1951 nonmedical center service, based 
on his experience in the medical field. These estimates are outlined in appendix 
III. Prorating these estimates“ to the fiscal year July 1, 1952—June 30, 1953, 
it was concluded that the LHI would need the services of nearly 16 equivalent 


%” Weinfeld, William, Income of. Dentists, 1929-48, Survey of Current Business, January 
1950, U. &. Department of Commerce, table 5 

“1 Weinfeld, William, Income of Dentists, 1929-48, Survey of Current Business, January 
1950, U. S. Department of Commerce, p. & 

2 Income of Physicians, Dentists, and Lawyers, 1949-51, Survey of Current Business 
July 1952, U. S. Department of Commerce, pp. 5-7 

The same ratio of existing medical center hours to nonmedical center hours in 1951 
was used in estimating nonmedical center hours for the fiscal year 1952-53. The scheduled 
medical center hours were known in advance. See appendix V 
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full-time physicians and dentists, exclusive of administrative services, for that 
fiscal year, distributed by specialty as follows: 


Internal medicine .------.. 4.§2/ Orthopedics__- 
Pediatrics___- an _ 1.61] Urology___-- 
Allergy ' . ‘ Pe i cttw 
Dermatology 13 | 
Neuropsychiatry . . 41 Physicians 
General surgery 76 | Dentists__-—- ‘ 
Ear, nose, throat : . 60 
Re eeteitneh ; . 85 | Total_-_- 
Gyn-obstetrics en ee en 
1The LHI medical conference board later recommended that this estimate be changed 


to 1.00 (including administrative hours) in the light of general surgery’s workload. The 
LHI administration adopted this recommendation for purposes of fee determination. 


To arrive at the ideal budget needed to compensate the LHI staff in accord 
with the “going rate’ was a simple matter, once the equivalent full-time 
specialist figures were determined; that of multiplying each specialty’s equiva- 
lent full-time-doctor figure by its corresponding “going rate.” 


DETERMINING COMPENSATION—STEP BY STEP 


Then came the process of adjusting the ideal budget to a workable budget, one 
that would be satisfactory both to the doctors and to the LHI administration. 
This process consisted of many steps and stretched over a 12-month period, be- 
ginning in March 1952 with the preparation of the first doctor fees budget study. 
All rates were made retroactive to July 1, 1952, the start of the fiscal year. 

1. Determining a “fair” fee by the LHI board of trustee doctor negotiating 
committee, consisting of Harold Gibbons, LHI president ; Fred Karches, industry 
trustee from Rice Stix; Burt Connolly, industry trustee from Shapleigh Hard- 
ware ; and Peter Saffo, LHI secretary-treasurer. 

2. Approval of proposals by LHI executive board. 

3. Submission of proposals to the LHI professional association to which all 
LHI staff belong. 

4. Receiving of LHI professional association’s ideas on compensation. See 
appendix VI. These ideas were rejected on the basis of its not being tied to 
an objective “going rate” standard, but rather based on the institute’s ability 
to pay. 

5. Meeting with each section separately to discuss the “going rate” in terms 
of its “fairness’ and to discuss how the section’s budget should be allocated for 
the services rendered. 

6. Meeting with the LHI medical conference board to get its advice on the 
modifications proposed by the LHI sections. The medical conference board 
consists of five outstanding St. Louis doctors who advise the LHI administra- 
tion when problems arise. 

7. Submission of final compensation method to each doctor in the form of 
an individual arrangement. 


METHODS OF COMPENSATING LHI Doctors 


The individually worked out method of payment for each LHI section in line 
with each section's particular problems and peculiarities is outlined below: 


GENERAL ARRANGEMENTS 


Conditions of employment that generally apply to all regular LHI staff doctors “ 
are known as general arrangements. They are as follows: 

1. Fee for home calls.— 

(a) Day calls, $5. 

(b) Night calls after 8 p. m., $7.50. 

(c) Night calls after 12 midnight, $10. 

(d) Territory: The above-standard fees apply to a territory bounded in the 
south by Loughborough Avenue; in the west by North and South Road and in the 
north by West Florissant Boulevard. Beyond this territory an additional fee 
of $1 per every 2 miles will be paid one way. 


™ Arrangements 1-5 do not apply to general surgeons. 
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(e) In the event two or more patients of same family are seen on the same visit, 
the charge for the subsequent patient care is one-half of the amounts listed 
above. 

2. Fee for office visits.—Patients referred to the physician's, surgeon's, or den- 
tist’s private office on authorization of the medical director a fee of $3 and 
up will be paid at the discretion of the medical director. 

3. Nonroutine hospital visits.—Nonroutine hospital visits made where physi 
cians hold no appointment or to institutions, such as convalescent homes, ete., 
physicians, surgeons, and dentists will receive same fee as for home calls pro 
vided these visits are authorized by the medical director. 

4. Outpatient hospital calls—Physicians, surgeons, and dentists will receive 
same fee as for home calls. Cases seen at hospital by agreement between patient 
and physician should be indicated as outpatient calls. 

5. Consultations Consultations authorized by the medical director will be 
paid at the rate of $10 per consultation for dentists, physicians, and surgical 
specialists with the exception of neuropsychiatrists, who will be paid at the 
rate of $15 per consultation. Consultation shall be defined as when a patient is 
seen at the request of another physician, surgeon, or dentist while that patient 
is hospitalized by the physician requesting the consultation. 

6. Vacations.—Two weeks after completing 1 year’s service, 3 weeks after 
completing 2 years’ service. The basis for computing vacations will equal the 
number of hours assigned to the physician, surgeon, or dentist per week. Vaca- 
tions are not to accumulate from year to year. The medical director will re 
serve the right to schedule the vacations of the physicians and dentists at the 
convenience of the institute. 

7. Sick leave.—Two weeks after 1 year's service, 3 weeks after completing 2 
years’ service. The basis for computing sick leave will be equal to the number 
of hours assigned to the physician, surgeon, or dentist per week. The medical 
director reserves the right for proof of illness to his satisfaction before sick 
leave is granted. 

8. Holidays.—New Year’s Day, Christmas Day, Decoration Day, Fourth of 
July, Labor Day, Armistice Day, Thanksgiving Day. In the event any physician, 
surgeon or dentist is scheduled on any of the above holidays, he will be com 
pensated at his regular rate. 

9. Severance pay.—Severance pay will be payable only in the case of discharge 
or layoffs. Two weeks after completing 1 year of service up to 6 weeks 
maximum, 

10. Leave of absence.—No pay will be granted for leave of absence. All absen- 
teeism shall be deducted unless authorized by the medical director. 

11. Distribution of hospital service, home service, refer patient service. 
Will be assigned by the medical director or his representative. The institute 
will guarantee scheduled hours on a monthly basis and the medical director 
shall give notification 30 days’ in advance if he desires to change assigned 
schedule of hours. 

12. Social-security and withholding taz.—Will be deducted on a monthly 
basis. 

13. Extra time and substitution—If physicians, surgeons, or dentists are 
assigned to substitute work or extra hours, authorization will be given by 
the medical director and physicians, surgeons, or dentists will receive their 
regular rate. 

14. Fee for home calls, nonroutine hospital visits, office visits, consultations, 
etc., will be made only if a report is transcribed into the medical record. 

This schedule does not cover any administrative duties, such as depart 
ment heads, temporary appointees, associates, consultants, ete. These fees 
will be defined through recommendation of the medical director. 


SECTION ARRANGEMENTS 


The base medical center and hospital hourly rate plans 

Description : An hourly rate for scheduled medical center hours is paid. This 
fee covers payment for routine hospital work as well. 

Sections covered : The following sections were placed under the base rate plan 
because only a small proportion of their total doctor hours are spent in the 
hospital. (See table A for the method of arriving at the numerical rate.) 

Internal medicine.—In order to compensate LHI internists according to the 
1951 “going rate” ($12,574), their base medical center and hospital hourly rate 
was changed from $5 per medical-center hour to $6.35 per medical-center hour. 
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In addition, 25-cents-per-medical-center hour for each year of employment, up 
to 4 years, was added to the base rate of $6.35 as a seniority increment. 

Section-head fees remained the same, $1 per medical-center hour. 

{Jlergy.—In order to compensate LHI regular staff allergists according to the 
1951 “going rate” ($13,963), their base medical center and hospital hourly rate 
was changed from $5 per medical-center hour to $7.25 per medical-center hour. 

In addition, 25-cents-per-medical-center hour for each year of employment, up 
te 4 vears, was added to the base rate of $7.25 as a seniority increment. 

Dermatology In order to compensate the LHI dermatologist according to the 
1951 “going rate” ($13,755). a reduction in fees would have been necessary. 
Therefore, the dermatologist was given a minimum guaranty, that he would re 
ceive the same rate for work performed during the 1952-53 fiscal year as he re 
ceived during the previous fiscal year, a base rate of $10 per medical-center hour 
to pay for medical center and routine hospital services. 

In addition, 25-cents-per-medical-center hour for each year of employment, up 
to 4 years, was added to the base rate of $10 as a seniority increment. 

Veuropsychiatry.—In order to compensate the LHI neuropsychiatrists accord- 
ing to the 1951 “going rate” ($15,005), a reduction in fees would have been neces- 
sary. Therefore, the neuropsychiatrists were given a minimum guaranty that 
they would receive the same rate for work performed during the 1952-53 fiscal 
year as they received during the previous fiscal year, a base rate of $10 per medi- 
cal-center hour to pay for medical-center and routine hospital services. 

In addition, 25-cents-per-medical-center hour for each year of employment, up 
to 4 years, was added to the base ratte of $10 as a seniority increment. 

Section-head fees remained the same, $2 per medical-center hour. 

Eye.—lIn order to compensate the LHI eye doctors according to the 1951 “going 
rate” ($14,953), a reduction in fees would have been necessary. Therefore, the 
eye doctors were given a minimum guaranty that they would receive the same 
rate for work performed during the 1952-53 fiscal year as they received during 
the previous fiscal year, a base rate of $10 per medical-center hour to pay for 
medical-center and routine hospital services. 

In addition, 25-cents-per-medical-center hour for each year of employment, up 
to 4 years, was added to the base rate of $10 as a seniority increment. 

Section-head fees remained the same, $2 per medical-center hour. 

Urology.—In order to compensate the LHI urologists according to the 1951 
“going rate” ($14,951), a reduction in fees would have been necessary. There- 
fore, the urologists were given a minimum guaranty that they would receive the 
same rate for work performed during the 1952-53 fiscal year as they received 
during the previous fiscal year, a base rate of $10 per medical center hour to pay 
for their medical center and routine hospital services. 

In addition 25-cents-per-medical-center hour for each year of employment, up 
to 4 years, was added to the base rate of $10 as a seniority increment. 

Section-head fees remained the same, $2 per medical center hour. 

\-Ray.—In order to compensate the LHI radiologist according to the 1951 
“going rate’ ($18,180), a reduction in fees would have been necessary. There- 
fore, the radiologist was given a minimum guaranty that he would receive the 
same rate for work performed during the 1952-53 fiscal year as he received 
during the previous fiscal year, a base rate of $10 per medical-center hour to pay 
for his medical-center and routine hospital services. 

In addition 25-cents-per-medical-center hour for each year of employment, 
up to 4 years, was added to the base rate of $10 as a seniority increment. 

Section-head fees remained the same, $2 per medical-center hour. 

Ear-nose-throat.—In order to compensate the LHI ear-nose-throat doctors 
aceording to the 1951 going rate ($13,282), a reduction in fees would have 
been necessary. Therefore, these doctors were given a minimum guaranty that 
they would receive the same rate for work performed during the 1952-53 fiscal 
year as they received during the previous fiscal year, a base rate of $10 per 
medical-center hour to pay for their medical-center and routine hospital services. 

In addition, 25 cents per medical center hour for each year of employment, 
up to 4 years, was added to the base rate of $10 as a seniority increment. 

Section-head fees remained the same, $2 per medical center hour. 

Dentistry.—In order to compensate the LHI dentists according to the 1951 
going rate ($6,684), a reduction in fees would have been necessary. Therefore, 
the dentists were given a minimum guaranty that they would receive the same 
rate for work performed during the 1952-53 fiscal year as they received during 
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the previous fiscal year, a base rate of $4 per medical center hour to pay for 
medical-center and routine hospital services. 

In addition, $1 per medical center hour was added to the base rate of $4 
for all LHI dentists employed by the LHI for 1 year or more. ‘This increase 
was an attempt on the part of the LHI to recognize dentistry as an integral 
part of medicine and thus entitled to fees comparable to that received by 
physicians. 

The going rate for dentists does not, as yet, reflect status jual to that of 


physicians. The LHI believes that it should. Theretore, the going rate is 
not considered a legitimate income standard for this section 
This section does not receive the seniority crement. 


The separated medical center and hospilal hourly rate plans 

Description: Total fees allocated to each section provide sufficient funds 
to pay LHI doctors the going rate. Medical-center hours are paid at an estab 
lished rate per hour. Home and office calls are paid on a fee-for-service basis 
The amount of money remaining is allocated to hospital hours and a hospital 
hourly rate is computed. (See table B for the method of arriving at the numer 
ical rate.) 

Sections covered : 

Gyn-obstetrics.—In order to compensate LHI gyn-obstetricians according 
the 1951 going rate ($15,918), hospital hourly rate was changed from $9 pe 
hospital hour to $10.45 per hospital hour. 

Medical center hourly remained at $5 plus 25-cents-per-medical-center hou 
for each year of employment, up to 4 years (seniority increment) 

In addition, the seniority increment was applied to hospital hours as well as 
medical-center hours. This had not been done the previous fiscal year 

Section-head fees remained the same, $1 per medical-center hour 

Orthopedics In order to compensate the LHI orthopedists according to the 
1951 “going rates” ($16,698), a reduction in fees would have been necessar 
Therefore, the orthopedists were given a minimum guaranty that they would 
receive the same rate for work performed during the 1952-55 fiscal vear a 
received during the previous 6 months, $10 per medical-center hour and S20 px 
hospital hour 

This section does not receive the senior ity neretnent 


Monthly fee plans 


i Description: A monthly fee is set to cover scheduled medica 
| specified nonmedical center services required he patients 
\ Sections covered 


Pediatrics In order to compensate LHI ped i 
going rate’ ($12,325), a reduction in fees would 





CCOSSU 
fore, the pediatricians were given a minimum ual t they | 
the same rates for work pert rmed during the 1952 eul they i 

uring the previous fiscal year In addition, these rates were increased b 
sufficient to obtain pediatricians in the St. Louis area on the LHI staf! 
factor) 

All pediatricians now are to receive a monthly fee to pay for their ed 
center and routine hospital services, prorated according to the numibs 
medical center hours scheduled (See table C for the method of arr il il é 
numerical rate.) 

Previously, the pediatricians received $5 per medical-center hou S100 per 
newborn care, $38 per hospital visit (nonnewhorn) The section-head was the 
one exception. He formerly received $12 per medical-center hour to cover his 
medical center, hospital, and section-head services to the institute. His monthly 


rate has been determined by the minimum guaranty principle, that there sha 
be no cut in the rate of fees paid 

This section does not receive the seniority increment 

Section-head fees are changed from $2 per medical-center hour to $75 per 
month. 

General surgery.—In order to compensate LHI general surgeons according to 
the 1951 “going rate” ($17,019), the equivalent full-time general surgeons esti 
mate was changed from 0.76 to 1.00 upon the medical conference board’s recom 
mendation, and to include administrative hours 

The distribution of the money allocated to this section was changed from the 


method as outlined below to a flat monthly rate, prorated according to the num 
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ber of medical-center hours scheduled. The monthly rate included payment 
for all medical-center, hospital, home, office, and administrative services rendered 
hy the general surgeons. (See table D, for the method of arriving at the numer- 
ical rate.) 


Medical center_- acta _... $5 per hour plus seniority of $0.25 per medical- 
center hour, for each year of service up to 
4 years. 

Routine hospital_.__._._._._.._..... $10 per hour. 

All other services_._.......... Fee for service. 

Section head ae _.... $1 per patient or meeting medical-center hour. 

General administration. _._.. $6 administrative medical-center hour. 


This section does not receive the seniority increment. 
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HEALTH INQUIRY (VOLUNTARY HEALTH INSURANCE 


THURSDAY, JANUARY 28, 1954 


H«use or RepreseNTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. ¢ 

‘The committee met, at 10 a. m., pursuant to acdjoi rnment, 1n room 
1334, New House Office Building, Hon. Charles A. Wolverton (chair 
man) presiding. 

The CuatrMan. The committee will come to order. 

We are privileged to have with us today representatives of tl 
American Medical Association. We are privileged and honored in 
having their presence. We look forward to their statements. 

[ wish to make this introductory statement with reference to 
the American Medical Association. If my statement is in any sense 
incorrect, I would want the witnesses to feel free to correct it. 

The American Medical Association is made up of 53 constituent 
State and Territorial medical societies, representing 1,987 component 
county and district medical societies, and currently has a paid-up mem- 
bership of over 140,000. Each component county medical society se 
leets delegates to the house of deleg: tes of the State medical ass« 
ciation. Each State and Territorial medical association in turn selects 
| delegate for every 1,000 American Medical Association members, 
or fraction thereof, to represent that State in the house of delegates 
of the American Medical Association. In addition each of the 21 
ections representing a particular branch of medicine in the scien- 
tific assembly of the American Medical Association elects 1 repre 
sentative to the American Medical Association house of delegates, 
and a delegate is appointed by the Surgeons General of the Army, 
Navy, Air Force, and Public Health Service, and by the Chief Medi 
cal Officer of the Veterans’ Administration. 

The house of delegates of the American Medical Association is the 
policymaking body of the association. It elects 7 officers and 9 
trustees. The board of trustees, the president, and the president elect 
serve as the interim governing body of the American Medical Asso 
ciation. 

Both the house of delegates and the board of trustees maintain 
standing committees and councils. The councils of the house of dele- 
gates include a judicial council, a council on constitution and bylaws, 
a council on medical services, a council on medical education and 
hospitals, and a council on scientific assembly. The board of trustee 
maintains standing committees on foods and nutrition, industrial 
health, legislation, mental health, national emergency medical serv 
ice, pharmacy and chemistry, physical medicine and rehabilitation, 
and rural health. 
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Councils and committees decide policy on all activities under their 
jurisdiction, subject to approval by the board of trustees and house 
of delegates. Most have full-time staffs at the American Medical 
Association headquarters in Chicago. The American Medical Asso- 
ciation also maintains bureaus, departments, and special committees 
which are essentially staff operations. They include bureau of ex- 
hibits, health education, investigation, legal medicine and legisla- 
tion, medical economic research, and State journal advertising. 
Special committees deal with cosmetics, pesticides, medical motion 
pictures, research, and scientific exhibits. There is a department of 
public relations, and extensive chemical, microbiological and physi- 
cal laboratories. The American Medical Association maintains an 
editorial division under an editor who is responsible for the 
publications. 

In 1952 the American Medical Association had a budget slightly 
over $9,000,000. One-third came from membership dues of $25 a 
year, which include a $15 subscription to the Journal of the Ameri- 
can Medical Association. ‘Twenty percent of the income came from 
subscriptions to the publication of the American Medical Association 
from nonmembers, 42 percent from advertising, 3 percent from tech- 
nical exhibits, 2 percent from investments and other receipts. 

Approximately 60 percent of the money spent by the American 
Medical Association went to support its scientific activities including 
publications, exhibits, inspection-evaluation of medical schools and 
hospitals, and a $500,000 grant to the American Medical Education 
Foundation for direct monetary aid to every medical school in the 
country. About 20 percent was spent under the general heading of 
publice information, including exhibits, a special publication on medi- 
cal matters for the layman, health education, and general education 
and public-relations activities; 8 percent went for general services to 
members and administration; 714 percent to State medical association 
jourrals to cover all income for State journal advertising; 4 percent 
went for social economic activities; 214 percent for legislative activi- 
ties, including the whole cost of the Washington office and its publica- 
tions, the bureau of legal medicine, and the committee on legislation. 

The American Medical Association employs nearly 900 people, the 
great majority at the Chicago headquarters. This permanent staff im- 
plements the decisions of the hundreds of practising physicians who 
serve without compensation at the councils and committees of the 
American Medical Association and its component societies. 

The objective of the American Medical Association is the promotion 
of the science and art of medicine, and the betterment of public health. 
It began on May 5, 1847, when 250 delegates from 22 States and in 
the District of Columbia, met in the Hall of the J Academy of Natural 
Sciences in Philadelphia, Pa. It is an organization of ‘professional 
men, primarily concerned with the protection of their patients, the 
citizens of the United States of America. 

In presenting this introductory statement, of course, I have dealt 
with a field of activity in which I do not have the personal knowledge 
that would enable me to make the statement. which I have just made, 
but we have obtained this information from what we considered 
reliable sources, and I trust that it fairly sets forth the work and the 
activities of the American Medical Association. 
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Dr. Martin. If I may be permitted to make an addition, Mr. Chair- 
man, the council of medical services, has six divisions dealing with 
different phases of medical service and activities. 

I think that is a factual statement of the organization of the 
American Medical Association. 

Mr. Cuarrman. We recognize the importance of this hearing. For 
that reason, it is my purpose, although a bit limited, to make a résumé 
of what has happened so far as the hearings are concerned of this 
committee to the end that statements that mav be made by the witnesses 
on behalf of the American Medical Association today will have some 
of this information that has come to the committee during the course 
of the hearings. 

Last fall, after the adjournment of the Congress, this committee 
initiated a health inquiry to study what can and should be done to 
provide additional protection for the American people against the 
heavy burden, and all-too-frequent financial catastrophe, arising from 
the major long-term illnesses. 

The first phase of the inquiry last October dealt with what it 
known today about the causes, control, and treatment of the principal 
diseases. The committee was concerned specifically with finding out 
just what has been accomplished, how it has been accomplished, what 
the problems are, what the future holds, and what additional steps 
might be taken by way of research or other measures, to hasten relief 
from these dreadful diseases, mitigate human suffering, and curtail 
the mene: which disease inflicts upon our national economy. 

Some 95 distinguished physicians, scientists, and laymen partici- 
pated in ple series of discussions which we had, coming voluntarily 
and at their own expense, to advise the members on the current status 
of knowledge in specific fields, to document the extent of public and 

yrivate efforts to find the causes of and to control dise ase, and to high 
ight the health problems and health needs of the Nation today. 

Their testimony presented a dismal catalog of the magnitude of 
the disease problem. Disease by disease the witnesses enumerated the 
number of people afflicted, the number of premature deaths, the num 
ber of people crippled, the cost of illness to the individual and his 
family, and the cost of the disease to the Nation in terms of lost pro 
duction, lost manpower, and the tax burden for medical care. 

We are told that heart disease is the leading cause of death in the 
United States, causing more than 1 out of every 2 deaths each year. 
It is the leading cause of death among children, and extracts a toll 
from every age group. 

At the rate at which we are acquiring cancer, 50 million of the 
present population of the United States probably will acquire cancer, 
and about 25 million of them will die from that disease. 

The number of mentally ill patients in the United States exceeds 
the number of patients suffering from any other type of disease, ap- 
proximately half—662,500 out of 1,425,000 hospital beds in the United 
States are needed and used for this group of illnesses. 

Cerebral vascular disease, while causing some 160,000 deaths yearly, 
is more serious as a permanent crippler, leaving 1,800,000 now alive 
and crippled, paralyzing the body, or seriously limiting the powers of 
movement, speech, and vision. The other neurological and sensory 
disorders, similarly affecting the brain or spinal cord, are responsible 
for the disablement of another 8,200,000 persons. 
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There are 300,000 men, women, and children in the United States 
who are totally blind, and 300,000 more have visual defects so serious 
as to create partial or almost total disability. 

Arthritis, with a total of 10 million victims today, with over 1 mil- 
lion permanently disabled, afflicts more people, cripples and disables 

nore people, and brings more pain to more people than any other 
hens disease 

There are at least 1 million known diabetics in the country today. 

Last year more than 250,000 Americans of working age alone were 
unable to work because of active tuberculosis. 

During the years 1938-52, 302,677 cases of poliomyelitis were re- 
ported in the United States and its Territories. During the same year 
20.916 deaths were caused by this disease. The estimate for 1953 
is 35,000 cases. 

However, the test ImMony of these witnesses was not all «loom. They 
also outlined for us the tremendous progress which has been made in 
reducing the illness and death rate from certain diseases, particularly 
those of infectious nature. Infectious diseases have diminished 
national pro »blem, for with the identification of the causes of these 
diseases, it has been possib le to develop means of preventing, control, 

ind, when the diseases occur, their prompt and adequate treatment. 

In the case of noninfectious eee: improvement has not been 
SO marked, There has been an tual increase in the incident of and 
death rate from these, especi: ally eines classed as chronic. One of 
the prin ( ‘ipal difficulties is lack of knowledge, knowledge about the 
causes of these principal diseases which plague mankind today. 
Without such knowledge, the prevention, control, or cure of many 
diseases is impossible. 

From the testimony before this committee, it does not seem that 
adequate treatment is available for such afflictions as heart disease, 
cancer, arthritis, and rheumatic disorders, cerebral palsy, and 
muscular dystrophy. 

For example, the physician knows that after an attack of coronary 
thrombosis or : cerebral hemorrhage, he can aid the patient by treat- 
ing symptoms, but he cannot prevent or cure the disorder. He does 
not fully understand the underlying causes of these ailments and is 
therefore not able to eliminate them. 

Similarly, he may completely remove a malignant growth by sur- 
gery, or slow its par by X-ray treatment. But if these treatments 
are not completely successful, as is too frequently the case, the physi- 
cian is unable to do much more than to provide palliative treatment. 
He does not know the cause of tumor growth and is thus unable truly 
to conquer it. 

While it is obvious that in some of these fields we do not yet know 
how we may provide a complete cure, nor, in others do we know just 
what we are fighting, research activities already have produced 
marvelous results in the prevention and treatment of some of them, 
and we may be well along the road to a solution in some of them. 

I would not in any way wish to disparage the great progress that 
has been made, nor discourage, nor fail to support to the utmost, even 
greater research into the causes and prevention of these diseases of 
mankir d. 

Yet, it is all too evident that at the present time these diseases con- 
tinue to be, and probably will continue to be for some time, a tre- 
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mendous burden upon the families of our Nation as they attempt to 
meet the costs of providing the medical care ae long continued 
illness places upon them. 

Indeed, the very fact that we are now able in some degree to 
treat many of these diseases and prolong human lives but increases 
the problems of an economic nature. Extended hospitalization and 
medical attention prove exceedingly costly, and such costs are 
mounting. 

What families today—with one of cae number suddenly 
stricken—ean afford from their own resources ) pay the $4,380 in 
volved | in the hospite alization of a chronic heart vate nt for 1 yei or 
the monthly cost at a cerebral palsy « ‘enter < iifering the full 3 ange 
of medical, psychological, and social services, averaging as much 
us $750 per child—or the $10,000 cost per year in keeping a seriously 
involved polio case in an iron lung? 

Or naa from their own resources, and those of relatives, they can meet 
the costs of such illness, at what cost to them in financial readjust- 
ment, lowered standard of living, interrupted schooling, uprooted 
children, loss of lay-away for old age, or assumption of the bread 
W inner’s role by someone else ? 

With such background, accordingly, as I have already stated, 
committee next undertook as part of its inquiry, the study of just 
what protection against these costs now may be available to the indi 
vidual American family. Last October we heard from various in 
surance companies which write insurance on an individual or group 
basis. In January we have been hearing, as I have said, from the 
sponsors and administrators of many group plans, from labor unions, 
from private clinics, from the New York Health Plan, the St. Louis 
Institute, the Kaiser Foundation, group health associations, and others, 
and next week we shall hear from the Blue Cross and Blue Shield 
organizations. In addition, we have heard various proposals as to 
what can or should be done by members of health commissions, fom 
dations, and others. 

It has seemed to me, however, that no one should be in a better 
position to set forth for us a concrete proposal of just what can be 
done to provide a real and adequate protection against these costs 
than the medical profession itself, as represented in its official or 
ganization, the American Medical Association. This is an associatio1 
of men who have dedicated their lives to the mitigation of — an 
suffering, men devoted to making avail: ible the best of medical « 
to all of our people, regardless of their economic status. 

We, therefore, confidently look to them to come forward with a 
constructive program to meet this problem, one of the greatest facing 
us today. 

We are happy to welcome here today: Dr. Walter B. Martin, presi 
dent-elect of the American Medical Associ iation; Dr. Louis H. Bauer, 
a past president of the association; and Dr. David B, Allman, chair 
man of its committee on legislation. 

The first witness, I unde rstand, will be Dr. Walter Martin. president 
elect, American Medical Association. 
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STATEMENTS OF WALTER B. MARTIN, M. D., PRESIDENT-ELECT, 
AMERICAN MEDICAL ASSOCIATION; LOUIS H. BAUER, M. D., 
IMMEDIATE PAST PRESIDENT, AMERICAN MEDICAL ASSOCIA- 
TION, SECRETARY-GENERAL, WORLD MEDICAL ASSOCIATION; 
AND DAVID B. ALLMAN, M. D., BOARD OF TRUSTEES, AMERICAN 
MEDICAL ASSOCIATION 


Dr. Martry. Mr. Chairman. 

The Carman. Dr. Martin was born in Pulaski, Va., and received 
his doctor of medicine degree from Johns Hopkins. He also received 
a bachelor of science degree from Virginia Polytechnic Institute. 
During World War I Dr. Martin served as captain in the Army 
Medical Corps from June 13, 1917, to September 15, 1919. He re- 
entered the Army May 8, 1942, and served as a colonel at Percy Jones 
General Hospital, medic al consultant to 5th Service Command, medi- 
cal consultant to 10th Army. He also was civilian medical consultant 
to Army Surgeon General. He received the Bronze Star. Dr. Mar- 
tin’s home is in Norfolk, Va. 

Dr. Martin, we will be pleased to hear from you at this time. 

Dr. Martin. Thank you very much, Mr. Chairman. I regret that 
Dr. Lull cannot be here today, but Dr. Louis H. Bauer and Dr. David 
B. Allman are here and will be glad to participate in any questions. 

I would like for them to sit up yhere with me if they may. 

The Cuarrman. We prefer, Doctor, that you give us your statement 
in full before any questions are asked. We find that in that way the 
witness can best get his statement before the committee. 

Dr. Martin. Yes, sir. 

The CHarrman. Then the questions will follow when you have com- 
pleted your statement. 

Dr. Martin. Mr. Chairman and members of the committee, I am 
Walter B. Martin, of Norfolk, Va., where I am engaged in the active 
practice of medicine. Iam president-elect and a member of the board 
of trustees of the’ American Medical Association. I am appearing 
here today with Dr. Louis H. Bauer, New York City, immediate past 
president of the association, and Dr. David B. Allman, Atlantic City, 
N. J., chairman of our committee on legislation of the American Medi- 

cal Association, and several members of our staff. We are here at the 
invitation of your committee to participate in the general health 
inquiry which you have been conducting for the past several months. 

As you know, the president of our association, Dr. Edward J. Mc- 
Cormick. of Toledo, Ohio, testified briefly before your group on Octo- 
ber 1 and reviewed the activities of the American Medical Association 
in the field of medical research. Since his appearance many indi- 
viduals and organizations have presented their views concerning the 
condition of the Nation’s health. Frequently in their testimony these 
individuals and organizations have decried the many inadequacies in 
this country’s overall medical and health picture. 

The American Medical Association would be the first to admit that, 
despite the remarkable record of medical achievement, much remains 
to be accomplished. In practically every instance of recognized 
deficiency, the American Medical Association has also been the first 
organization to undertake a positive, constructive program of action. 
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We know full well that certain medical scientific mysteries still must 
be solved. We are aware that in some areas problems of inadequate 
supply or improper distribution of medical personnel and facilities 
exist. We also realize that the best of medical care should be made 
available to all our citizens, regardless of their economic status, and 
that every effort should be made to alleviate the financial burden 
imposed by long-term illness. 

We feel, however, that, in an effort to create public sentiment in 
support of a Government-controlled medical-care program, a distorted 
picture of the health and medical situation in this country has been 
drawn. At times the magnitude of such problems has been exagger 
ated while actual progress toward solving them has been minimized. 
To lose perspective is to lose judgment. For this reason we would 
like to clarify certain misconceptions which have arisen in regard to 
the Nation’s health and medical needs. 

Many of those who testified before this committee indicated that 
increased medical costs were proving financ ially disastrous to families 
faced with illness or accidents. Medical costs, like all other costs 
have risen in the last few years. Statistics presented by the U nited 
States Department of Labor for the third quarter of 1952, however, 
revealed that living costs had increased 90.8 percent since 1935-39, 
while medical costs had increased only 65.5 percent in the same period. 
Between 1935-39 and 1950, average weekly wages rose 165 percent, 
while physicians’ fees climbed only 48 percent. As a result the aver- 
age person works only 60 percent as long today to pay for the same 
amount of medical service, as I said, in the 1935-39 are: 

New techniques and new drugs enable physicians to shorten length 
of illness and reduce hospital stays as well as wage loss. As a result 
the total medical bill for many illnesses often actually is less than it 
was 15 years ago. 

Proof that the cost of medical care presents no great problem to 
the majority of American families was given in a survey completed 
for the Federal Reserve Board last year. “Of about 53 million families 
in the United States, almost 43 million—over 80 percent—reported no 
medical debts whatsoever. One million families owed from $200 to 
$1,000, while another 200,000 families owed more than $1,000. That 
would indicate that less than three percent of all the people in the 
survey need help to pay their medical bills. The remaining 9 million 
families were listed as in debt for medical expenses in amounts vary- 
ing from $1 to $200. 

Some critics point to the increasing death rate from heart disease 
and cancer as an indication of a medical crisis. Actu: illy, this is a 
heartening sign of great medical progress. The median age at death 
in the United States has jumped from 30 to 66 years. Twenty years 
from now, although the death rate from certain diseases in our aging 
population may be higher, the length of life will be greater and the 
mortality rate for eac *h age will be lower. Health progress and the 
number of deaths each successive year are simply two different prob- 
lems or ideas. A physician can never conquer death—he can only 
postpone it. Persons who are saved by medical advances and skills 
from death at an early age later fall victim to the degenerative dis- 
eases which now appear to be increasing. 

A serious shortage of doctors has been alleged. Actually we have 
more doctors than any other nation and we have more in proportion 
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to population than any other country except Israel, which has an ab- 
normal influx of refugee physicians from Europe. For more than 20 
years the supply of doctors has been increasing at a faster rate than 
the general population. It is estimated that the period of 1950-60 will 
bring another increase of 30 percent in the supply of physicians. 

Today we have a total of 220,104 physicians—the largest in our 
history. Of this number, 159,120 are in active practice. All the 
rest, except for about 9,700 who are retired or not in practice, are 
serving American health needs in research, teaching, hospitals, and 
government service. On the basis of an estimated 160 million popula 
tion in 1953, we now have 1 physician for every 727 persons, or ap- 
proximately 1 physician actually engaged in the practice of medicine 
for every 1,000 persons. 

For the fifth consecutive year the total number of students enrolled 
in approved medical schools has established a new record. The num- 
ber of students graduated constitutes the largest group ever gradu 
ated in one academic year. Enrollments in the country’s 72 medical 
and 7 basic-science schools during 1952-53 totaled 27,688, or 2.3 per- 
cent more than the 27,076 enrolled during 1951-52. The estimated 
number of graduates for 1953-54 based on enrollments reported for 
senior classes in schools is even greater —6,831—than last year—6,668— 
which exceeded by 279, or 4.4 percent, the previous record established 
in 1947, when at the termination of the wartime accelerated program 
several schools graduated more than 1 class a year at that time. 

It is obvious that in the areas of medical progress, medical cost, and 
doctor supply the picture is far brighter than some would have you 
believe. We hope that we have clarified some of these misconceptions. 

For more than a hundred years the American Medical Association 
has been dedicated—I quote from our constitution—to the promotion 
of the science and art of medicine and the betterment of public health.” 
Our devotion to these principles has not taken the form of mere lip- 
service, but rather of concrete, constructive programs designed to 
bring better health to the American people. 

The record of American medicine’s achievements in elevating the 
standards of medical education, fighting medical quackery, maintain- 
ing ethical standards of medical practice and safeguarding health 
through the evaluation of drugs, foods, physical devices, and tech- 
niques as well as in the areas of school, rural, and industrial health is 
an outstanding one. We would like to reiterate for this committee in 
as brief a fashion as possible our association’s specific efforts to provide 
the best of medical services and facilities and to distribute them 
equitably throughout the nation. 


MEDICAL PROGRESS 


Medicine has come a long way down the medical progress road in a 
fantastically short time. ‘Today America is the healthiest large na- 
tion in the world. Babies born today can expect to live at least 20 
years longer than those born in 1900. Women can face childbirth 
with little or no fear, for the chances of surviving pregnancy, child- 
birth and confinement are better in the United States as a whole than 
999 out of 1,000. The dread diseases that once were killers—typhoid 
fever, smallpox, diphtheria, pneumonia, and many others—have been 
brought under control. 
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Since 1900, while our total population has more than doubled, the 
number of persons 65 years of age or older has more than quadrupled. 
This accounts largely for the m: arked rise in the death rates for heart 
disease, cancer and other diseases of old age. 

Within a few decades vitamins, sulfa drugs, the antibiotics and 
harmones have been added to the physician’s armamentarium against 
disease. American surgeons today are performing delicate, lifesaving 
operations on the heart, lungs, brain, stomach, kidneys, and — r vital 
organs which a few short years ago would have been impossible. 

The past 2 years have brought heartening advances in the battle 
against infantile paralysis. News of successful trials of gamma 
globulin from human blood was followed with announcements indi- 
cating that the next 2 or 3 years may bring a vaccine effective against 
poliomelitis. 

More recently, medicine has harnessed byproducts of the atomic 
age called radioisotopes to kill certain forms of cancer and to trace 
vital body functions. While the basic cause or causes of cancer or any 
one specific cure has not been discovered, the early diagnosis of the 
disease and its surgical or radiation treatment has resulted in the cure 
of many cases. New methods of treatment have been evolved with 
drugs and atom-smashing machines. The whole field of atomic 
medicine may pave the way to new and startling significant medical 
discoveries. 

It is also estimated that the efficiency of the average physician has 
increased about 30 percent in the past 15 years. This has come about 
through the use of new drugs and antibiotics, new or improved tech- 
niques, modern equipment, increased auxiliary help from laboratories 
and technicians, improved transportation and communication and 
better coordination of all medical] facilities. 


MEDICAL EDUCATION 


The high standards of medical education in the United States have 
resulted directly from the medical profession’s efforts over the past 
50 years to protect the public against unqualified, poorly trained doc- 
tors. Today, all of the Nation’s 79 medical schools are approved 
institutions which meet high requirements involving their teaching 
staffs, curricula, classroom and clinical facilities, hospital teaching 
programs and overall educational policies. 

Two additional schools—University of Miami and University of 
California in Los Angeles—have medical schools which have not yet 
graduated their first class. Another medical school in New York is 
contemplated, to begin operation in 1955. 

I might add here that the 7 schools that are basic science schools, 

sach the first 2 years of medicine, 3 of those being converted now to 
full medical schools, and shortly will be graduating fully trained 
medical students. 

In addition, high standards also have been established for the 
approval of intern and residency training programs in hospitals, and 
a growing emphasis has been placed upon postgraduate education 
and refresher courses to keep physicians abreast of the latest medical 
developments. During 1953, for example, a total of almost 1,600 pest- 
graduate courses was offered by the Nation’s medical schools, medical 
societies, hospitals and other health agencies. The American Medical 
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Association's two scientific meetings each year, coupled with the 
meetings of the various specialty groups, offer American physicians 
the most complete post gr: aduate study opportunities in the world. 

The American Medical Association also helps elevate standards 
in auxiliary fields of medicine by approving upon request schools for 
laboratory technicians, occupational] _ apists, and other allied fields. 

To assure an increasing supply of physicians in this country the 
American Medical Association has actively encouraged expansion 
of medion schools and facilities and the development of new medical 
schools in certain areas. This increase in enrollments, the expansion 
of teaching programs and the rising costs of operation since World 
War IT have created major financial problems in some of our medical 
sc ‘hools. 

In the spring of 1949 medical leaders and others sponsored the 
establishment of the National Fund for Medical Education, whose 
purpose is to raise unrestricted funds annually on a national scale 
from voluntary sources for the support of medical schools. In 1950 
the American Medical Association set up the American Medical 
Education Foundation to raise funds from individual physicians and 
medical groups. The success of this endeavor is told in these figures: 
At the end of 1953 the American Medical Education Foundation 
recorded a gross return of $1,089,962. That was for the year 1953. 

The American Medical Association has given an additional $2 
million in 4 successive grants to this project since 1950. The National 
Fund for Medical Education in its 3-year history has contributed 
$4,764,152 to the Nation’s medical schools. 

Medical schools report that these grants have enabled them to 
secure additional teachers, retain others by providing urgently needed 
salary increases, purchases teaching equipment and rehabilitate or 
expand teaching facilities. 

We are convinced that Federal financial assistance to the medical 
schools for operating purposes is not desirable. The medical schools 
still need money, however, and we propose : 

First, increased efforts to raise voluntary funds through the Ameri- 
can Medical Education Foundation and the National Fund for 
Medical Education. 

Second, adoption of legislation authorizing one-time Federal grants 
for construction and renovation of the physical plant of medical 
schools. 


BETTER DOCTOR DISTRIBUTION 


Because many problems of so-called doctor shortage are in reality 
problems related to physician maldistribution, the American Medical 
Association has established a placement bureau to serve as a clearing- 
house for information in answer to requests from physicians seeking 
a location and from communities seeking a physician. 

Placement programs are now in active operation in at least 37 
States and _at least 32 are sponsored by State medical societies. The 
American Medical Association is sponsoring rural health conferences 
and programs and preparing literature to help communities attract 
physicians in an effort to stimulate public as well as medical efforts 
to bring doctors into needed areas. 
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ALLIED HEALTH PERSONNEL 


Problems of health personnel resources are hot p yroblems of physi 
cian-supply alone. ‘The American Medical Association has for some 
time been concerned over the existing nurse shortage and in June 
1947, appointed a committee to study and report on this problem. 

On the basis of this report and on subsequent information obtained 
from the official nursing associations we have concluded that in cer 
tain areas there is a need for construction of new nursing schools and 
for the modernization of existing facilities. Although the problem 
is fundamentally a local one which each State should solve on the 
basis of its individual needs, the American Medical Association favors 
legislation embodying : 

First, one-time Federal grants-in-aid to States, based on the Hill 
Burton Act formula and administrative machinery, for construction, 
equipment, and renovation of the physical plants of nursing schools 
on a matching basis, with no part of the funds to be used in any man 
ner for operational expenses or salaries ; 

Second, grant of Federal funds to the committee on careers in 
nursing or some comparable private agency to help a nurse-recruit 
ment program; and 

Third, a temporary grant-in-aid program, not to exceed 5 years 
and administered by the States, to provide scholarships for advanced 
nursing education to aid in the development of a larger corps of 
teachers, 

Incidentally, the American Medical Association has contributed 
the sum of $25,000 over a period of 3 years to the nurses-recruitment 
services. 

We believe that these suggestions would meet the current need and 
ut the same time safeguard the freedom and independence of educa- 
tional institutions. 


INCREASED HOSPITAL FACILITIES 


Without proper facilities physicians and allied health personnel 
are unable to operate at peak efficiency. The increased community 
interest in health problems in general] has been reflected in the con- 
struction of an amazing number “of community et Many have 
been planned and financed completely with private or tax funds at the 
local level; others have been built with the assistance of the Federal] 
Government. 

The American Medical Association has continually supported the 
Hospital Survey and Construction Act, more familiarly known as the 
Hill-Burton Act, which became law in August 1946." Since the ap- 
proval of the first projects in fiscal year 1948, over a billion dollars 
has been spent by the Federal Government, States, and communities 
in the construction of hospitals under this program. 

In future construction of health facilities, particular attention 
should be given to institutions for the chronically ill. We believe 
these should be constructed contiguous to or in connection with gen- 
eral hospitals. 

The American Medical Association not only favors Federal legis- 
lation for hospital construction but is energetically working to raise 
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standards of existing hospital facilities. We are an active member 
of the Joint Commission on the Accreditation of Hospitals, along with 
the American College of Physicians, The American College of Sur- 
geons, The American Hospital Association, and the Canadian Medical 
Association. 

This is a private organization designed to conduct an inspection 
and accreditation program which will encourage physicians and hospi- 
tals voluntarily to (1) Apply basic principles of organization and 
administration for efficient patient care; (2) promote high quality 
medical and hospital care in all its aspects; and (3) maintain the 
essential diagnostic and therapeutic services in the hospital through 
coordinated effort of the organized medical staff and the governing 
board of the hospital. 


SOLVING THE ECONOMIC PROBLEMS OF MEDICINE 


We must consider two groups of individuals when discussing the 
problems of the cost of medical care: First, those who are able to pay 
normal costs of medical care and, second, those who require assistance 
in meeting their medical bills. For those who are willing and able to 
meet their obligations, the medical profession has been carrying on 
the following positive program: 

First, continued promotion of voluntary health insurance. The 
American Medical Association believes that voluntary health insur- 
ance prov ides one of the best methods by which the average American 
can finance a substantial portion of his medical and health costs. 

For years we have advocated and strongly promoted the sale of 
voluntary health insurance as one of the aids to cushion the economic 
shock of illness. The growth of voluntary health insurance, which 
embraces benefits for hospit al, surgical and medical expense, has been 
phenomenal during the past few years. 

By January 1, 1953, nearly 92 million Americans had some form of 
hospital-expense benefit insurance. At that same time over 73 million 
were protected by some form of insurance against the cost of surgical 
care and nearly 36 million persons had coverage providing some medi- 
cal-expense benefits in addition to surgery. This amazing progress 
has been achieved without benefit of Gove ‘rnment subsidy. 

The problem of providing economic protec tion against catastrophic 
illness—any illness, acute or chronic, the financial impact of which 
seriously disrupts the family budge ‘t—is now receiving ever increasing 
study and experimentation by several agencies in both the private 
and nonprofit fields. 

To meet the costs of extended illness or injuries which the average 
man cannot affort to pay,a number of private and nonprofit companies 
are now writing major medical expense insurance, sometimes called 

catastrophic coverage or medical-disaster insurance. Such policies 
are designed to cover cases of extended disability, those which are 
relatively infrequent, but financially severe. 

Generous amounts of maximum benefits, ranging from $2,500 to 
$10,000, are provided, and most policies provide for reimbursement 
of expenses in excess of a minimum deductible amount which ranges 
from $100 to $500. In many instances some basic programs provide 
benefits which fulfill a substantial portion of the deductible amount 
under these policies. 
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Another principle followed generally In major medical eee n 
surance policies is the use of a coinsurance provision, A percentage— 
between 70 and 80 percent—of the expense in excess of the andnel ible 
amount is reimbursed, making the insured person a coinsurer to the 
extent of the balance of the e xpenses. Man ly who are familiar with 
this class of insurance feel that the insured person must have a fina: 
cial interest in all health expenditures to the end that there will be 
less tendency to demand services which may not be necessary. 

Major medical-expense policies are still in the experimental stage 
but at the end of 1953, more than a million persons were covered by 
these policies and the numbers are increasing rapidly. 

The past 10 to 15 years of constructive advances in the field of 
voluntary health insurance have shown that: The great majority of 
American people do want to pay their own way. It is desirable that 
the individual should pestampate in the cost of his illness for the 
purpose of reducing long-stay and abuses. 

A certain amount of medical care is an expectable item on an y 
family budget. For this reason the promotion of the benefits that are 
comprehensive is not sound because it is the need for protection against 
the financial impact of truly major sickness or injury that must be 
emphasized. 

Second, policing its own ranks: Every medical society in the country 
has been urged by the American Medical Association to crack down 
firmly on any physician who charges exorbitant fees. 

Third, establishing mediation committees: In all professions, fric 
tion sometimes arises between the professional members and those they 
serve. ‘] he medical profession has established mediation, or griey 
ance, committees to hear and fairly resolve complaints against physi 
cians in regard to fees or care provided. Evidence of local societies’ 
concern for the patient’s satisfaction is the fact that nearly 500 medi 
cal societies now operate such committees. 

Fourth, encouraging fee discussions: Misunderstanding is often the 
basis for complaints about the cost of medical care. In many cases, 
when patients talk over expenditures with their doctors, friction dis 
appears. For this reason the American Medical Association has been 
encouraging physicians to estimate in advance with patients not only 
medical charges but hospital, drug, and other costs involved in illness. 

Fifth, stimulating good business practices: To reduce fee misunder 
standings the American Medical Association urges all physicians to 
itemize medical bills and to follow orderly business procedures in 
submitting medical bills. 

Since time immemorial, the physician has been called upon to render 
professional services to the indigent without compensation. Every 
doctor spends a proportion of his working hours dispensing free medi 
cal care. The dollar value of these services is considerable but can 
not be estimated with complete accuracy. 

Because protests have been made at various times that medical care 
is being denied certain individuals because of its cost, the American 
Medical Association in 1952 urged its societies to undertake energetic 
campaigns to organize and vigorously promote programs which at the 
county level offer to provide services of a physician to anyone unable 
to pay. Such programs have been highly successful. It is neces- 
sary to bring such programs to the attention of the public, because 
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in many instances the public is not aware that medical service is 
available locally without cost to those unable to pay. 

In addition to setting up the mechanisms to provide care to all, 
regardless of ability to pay, 577 county medical societies are taking 
an active part in providing medical care for indigent citizens in cooper- 
ation with State and county authorities. 

There are two groups of individuals who are unable to meet the 
cost of illness at the time it occurs—the frankly indigent and the 
medically indigent. 

The indigent are dependent on outside assistance for the basic neces- 
sities of life. The American Medical Association believes that the 
medical care of this group is a local and State government respon- 
sibility. No program of health insurance is practical for this group 
since they are unable to purchase it. We believe that direct payment 
at the time of illness for this group is the most practicable and economic 
approach. 

The medically indigent are normally able to meet the cost of their 
daily needs and to purchase health insurance. They are, however, 
unable to meet the cost of illness when it occurs. This group can be 
reduced by educating them in the necessity of giving health protection 
priority in their expenditures. However, when illness occurs, they 
require aid by direct payment of their health costs from local and 
State funds. 

We are carrying on through personal field visits studies of success- 
ful indigent medical-care plans with the purpose of extending adequate 
care to all persons who are indigent and to the borderline group which 
we call the medically indigent. From the findings we expect to obtain 
useful data that will aid in the solution of this very difficult problem. 

In view of the progress being made toward solving our health prob- 
lems we have reasons for encouragement but not complacency. The 
American Medical Association has always accepted and carried out 
the responsibility of leadership in safeguarding the public health, 
raising the standards of medicine, and making good medical care 
available to the people. 

This Nation’s medical progress over the past half century has given 
the United States the world’s highest standards of health and medical 
care and has made it the world center of medical education and 
research. 

That progress has been achieved under a voluntary system which 
emphasizes free enterprise, individual initiative and responsibility, 
and cooperative effort. It has been accomplished not by physicians 
alone but with the help and cooperation of allied professions, many 
branches of science, nurses, hospitals, business, industry, education, 
and all segments of American society. 

Our most urgent effort should now be directed to the solution of 
the problem of the medically indigent and the chronically ill. We 
believe that this objective can be reached without maior change in 
our existing mechanism. 

The CuarrmMan. It has been the practice of the chairman to with- 
hold any questions that he might wish to submit to the witness until 
the other members of the committee have had an opportunity to do so. 
I wish to diverge from that for just 2 or 3 minutes this morning, 
with the thought in mind that T would like to ask a few questions that I 
think are fundamental, and the information obtained thereby I think 
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would be helpful to the members of the committee as they would wish 
to question you on the statement that you have made. 

In the first place, you are aware that the American Medical Asso- 
ciation has charged the program such as that recommended by Dr. 
Magnuson’s commission and others, is socialized medicine. 

Will you define for the committee the meaning of “socialized medi 
cine” as used by the American Medical Association ? 

Dr. Martin. I think we can do that. 

Socialized medicine, and State medicine, are somewhat synonymous, 
but not entirely so. ; , 

Socialized medicine is such as occurs now at present in England 
where the state has taken over the entire responsibility for the medical 
care for all its people; controls the facilities, and directs the activities: 
providing that service without charge to the individuals. 

The Cuarrman. Anything short of that is not socialized medicine ? 

Dr. Martin. Well, anything short of that may not be the whole 
picture, but may be part of the picture, tends philosophically in the 
— of producing that condition. 

I do not think socialized medicine springs into being just offhand. 
It is preceded by many changes, in the thinking of the people, the 
philosophy that leads up to the adoption of the full-fledged problem. 

The Cuarrman. Has the American Medical Association at any of 
its annual conventions, defined socialized medicine or has its board 
of trustees, which is the policymaking group, during the interim be 
tween annual meetings, given any definition of socialized medicine ? 

Dr. Martin. Not that I know of, Mr. Chairman. 

The CHarrmMan. What is the present attitude of the American Med 
ical Association with respect to the report which was submitted by 
the board of trustees entitled “Statement on and Report of P resident 
Truman’s Commission on the Health Needs of the Nation,” and which 
carries the caption “AMA Views Health Commission Report.” 

In that statement, by the report of trustees, are these words: 

The philosophy behind this board is barren. Without naming it, the Commis 
sion has described the welfare state. It may be just as well to call it by its 
true name—the socialized state. 


Does the American Medical Association recognize that report as a 
statement of its views with respect to President Truman’s Health 
Commission; the report made by President Truman’s Commission ? 

Dr. Martrn. I did not get the first sentence there of those three. 
Tam sorry. 

The Cuarrman. The first one I read was: 


The philosophy behind this report is barren 

yr. Martin. “Barren”? 

The CHairman. “Barren.” 

Dr. Martin. That report was adopted by the board of trustees and 
the report of the board of trustees was adopted by the house of 
delegates of the American Medical Association. 

The Cuarrman. Do you wish to say then to the committee that this 
expression upon the part of the board of trustees, namely, “without 
naming it, the Commission has described the welfare state. It may 
be just as well to call it by its true name—the socialized state.’ ” 

Dr. Martrx. That certainly is true of certain portions of that 
report, Mr. Chairman. I do not have the report before me, and I 
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cannot refer to the specific paragraphs; but after study of the impli- 
cations of the report, in certain respects, I think that statement is 
correct. 

The Cuarrman. And, in your opinion, it represents the true opinion 
of the American Medical Association ¢ 

Dr. Martin. Why, it was adopted by the house of delegates and 
adopted by the board of trustees, when that report was submitted to 
them. 

The CuammMan. Were you a member of the board of trustees at 
the time it was adopted ¢ 

Dr. Martin. I was. 

The CHatrman. Was it your opinion that the report of President 
Truman’s Commission, of which Dr. Magnuson was the chairman, 
was socialistic ? 

Dr. Martin. I think there were phases of it—and we are dealing 
with phases of it, not the entire report—there are many things in the 
report that were good—but after a critical analysis of certain things 
that were pointed out, there were certain things that were socialistic 
in their tendency, and I believed it then, and I believe it now. 

The CHatirman. The language that I have quoted to you is not con- 
nected with it, so far as I have been able to observe any ifs, ands, or 
buts. It is a plain and definite statement that the record submitted 
to the President by the Commission, of which Dr. Magnuson was 
Chairman, was in the nature of a socialistic state and I would like to 
know, for this committee, and its future questioning, whether that is 
the true opinion of the American Medical Association at this time. 

Dr. Martin. Well, as I stated before, Mr. Chairman, it was an 
overall philosophy of the report and certain sections 1m it, that it 
advocated, and put forward as being desirous to be put into effect in 
this country, which were socialistic in their tendency. I believed that 
then, and I believe it now. 

The CuHarrMan. I wish when questioning is taken up by the other 
members, that you would give full thought to all that it said in that 
report and be prepared to give this committee a definite answer as to 
whether the adoption of President Truman’s Commission’s report, as 
presented by Dr. Magnuson, would constitute the making of a social- 
istic state. 

Dr. Martin. I think that if the adoption of all of the phases of 
that report were carried into effect, the tendency would be toward 
socialism. 

Now, socialism does not develop overnight and a thing like that is 
not born wholly out of some conception. It is a creeping thing, a 
progressive thing, from which one step leads to another, and the 
tendency of that report was socialistic in its nature. 

Now, that is without taking up specific parts of the report and 
analyzing it in detail. I do not know that I can make any more 
specific statement than that. I will be glad to attempt to answer any 
questions that the members of the committee wish to put to me. 

The CratrMan. You see that you do not see how you could make 
a more definite statement. I am inclined to think that it would be 
helpful if a more definite statement were made as to what the Ameri- 
can Medical Association considers its definition of socialistic medicine 
to be. We have, as I understand it. an indication that it would be 
anything that approaches the so-called English system. T do not think 
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that is as definite as it should be, because I note in some of the things 
you said with respect to England, the English system—and I do not 
think that the facts are stated correctly—and I would rather have a 
definition on the part of the American Medical Association as to what 
is socialized medicine, in America, in your opinion. 

Dr. Marrin. The specific facts in socialized medicine, which differ 
from any other type of medicine, is where the support of the individual 
for his own health and the health of his family is diminished or lost 
I think that is a basic thing. 

We believe that the support for health of an individual rests first 
with himself and, the support for his family’s health, rests first with 
the family, and that that support must be present. 

Now, any system of medicine in which that support is destroyed 
does not—I mean, does tend to be or is a socialistic approach to medic: 
care. 

Medical care is a very complicated problem. It is not just a matter 
of buildings and equipment and technicians. It is a matter of the 
individual preserving a sense of responsibility for his own health, and 
participating in providing the cost of it to the extent of his ability 
to pay; and any program which destroys that is basically a socialistic 
approach. 

The CuarrmMan. Then you feel that the board of trustees was justi 
fied in using the term “welfare state” and “socialist state” in describ 
ing the report of Dr. Magnuson, because it is similar to the English 
system. 

Dr. Martin. No; it is not similar to the English system as it now 
exists, because that is a more complete product. 

The Cuatrman. If you had the writing of that report to do over 
again, would you have included those words in it? 

Dr. Martin. If I had aa part in rewriting that statement, would I 
change the words in it? 

The Cuarrman. Yes. 

Dr. Marrin. I do not see any reason to change the words in it. 
think it expresses the thought that we have. 

Tur Crairman. Then we have to start with the assumption that 
the American Medical Association is still of the same opinion, if you 
correctly interpret its views, as it was when they wrote this report, 
or in connection with this report which Dr. Magnuson’s Commission 
made, 

Dr. Martin. I cannot speak in answer to that for everyone. I can 
say so far as my own thinking is concerned, it is the same as it was 
when they adopted that report. 

The CuHarrMan. May I ask one further question in that connection : 
Was the report submitted to the members of the American Medical 
Association before it was given publicity for adoption by the board of 
trustees ¢ 

Dr. Martin. My recollection is that it was adopted by the board 
of trustees before it was given any publicity. 

The CHatrman. So that the membership of the association was 
never polled on the subject ? 

Dr. Martin. No. 

The Cuatrman. It has not? 


89087-—54—pt. 7 18 





HEALTH INQUIRY 


Dr. Martin. No; it has not been polled. It has been passed upon 
by the house of delegates. 

The Cuamman. After it was an accomplished fact, so far as pub- 
licity is concerned ¢ 

Dr. Martin. After the board of trustees adopted it. 

The Cuatrman. Before the individual members or membership had 
an opportunity to pass upon it. 

I might say that I am in possession of many letters since these 
hearings started from members of the American Medical Association 
who are not in accord with the viewpoint that you have now ex- 
pressed, and have encouraged the committee to persevere. 

Dr. Martin. I think that that is very likely to occur from any 
organization. We have never had unanimity throughout our profes- 
sion on any subject, social or scientific. On almost all subjects that 
are controversial in nature there are many members who take excep- 
tion tothem. I think that is a healthy sign. 

The CHairman. How many members are there of the board of 
trustees ¢ 

Dr. Marrtn. Nine elected members and two members there by virtue 
of their office, the president and the president-elect of the association. 

The Cuarrman. And in this instance they are speaking for 140,000 
members of the American Medical Association and for 220,000 prac- 
ticing physicians in the United States? 

Dr. Martin. Any action taken by the board of trustees, and reported 
by the house of delegates—those are referred to reference committees, 
and considered by the reference committees, and any doctor can appear 
before one of those reference committees and object or support any 
one of those actions and the reference committee reports back to the 
house of delegates, and the report of the reference committee is dis- 
cussed in the house of delegates, and it is adopted, or rejected, or 
amended, or modified. 

So, that the action of the board of trustees between the meetings of 
the house of delegates has to be supported later by action of the house 
of delegates and can be accepted or rejected. 

The Cuarrman. Well, I will ask you a few questions that I think 
are fundamental, and then reserve any questions that I may have 
with reference to your answers until after the others have finished. 

I would like to ask whether the American Medical Association con- 
siders the following organizations or any one of them as practicing 
socialized medicine. 

The Blue Cross; is that a type of socialized medicine in the opinion 
of the American Medical Association ¢ 

Dr. Martin. No. 

The Cuarrman. The Blue Shield. 

Dr. Martin. No. 

The Cuarrman. Is the Kaiser plan ¢ 

Dr. Martin. The Kaiser plan ¢ 

The Cuarrman. The Kaiser plan. 

Dr. Marrin. It depends upon certain factors. It is not socialized 
medicine, 

The CuatrMan. I think you would be aware of what the Kaiser plan 
is, when it claims to have a membership of 400,000 subscribers. If 
vou are not familiar with it, then, an answer would not be very helpful. 
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If you are familiar with it I would like to know if you consider it 
socialized medicine. 

Dr. Martin. I do not consider it socialized medicine. I think there 
are some objections from the standpoint of—some objections to the 
organization, the way it operates in certain places. 

The CHatrman. Is the Ross-Loos organization of California con- 
sidered socialized medicine ? 

Dr: Martin. I do not know right at the present moment, too much 
about the details of the Ross-Loos plan. 

The CuarrMan. In view of the action that has been taken against 
it by the medical association—I think I am correct in saying that the 
question was either before the American Medical Association for its 
decision, because of the action that had been taken locally in the 
State of California against it—and that is the reason I am asking 
whether you consider it socialized medicine, and thinking that you 
would have knowledge of it. 

Dr. Martin. I have no knowledge of any action the American 
Medical Association has taken in reference to the Ross-Loos plan. I 
know it was reviewed by the Council on Medical Services, and as far 
as I can recall, there was no adverse action taken. 

The CHarrMan. It was either the Ross-Loos plan or the Lee plan, 
which is at Palo Alto, that action was taken striking their names from 
the rolls of the American Medical Association, which was carried up 
to the American Medical Association itself. 

Dr. Martin. We never strike anybody’s names from the American 
Medical Association. We have no authority to do so. We are a 
federation. 

The CHarrman. Well, the local body did? 

Dr. Martin. But, we have no authority to exact pressure on any 
State society or any medical society, and unless the case is appealed 
to our judicial council, we have no way of expressing, or implementing 
any action against any organization on the local level. 

The Cuatrman. Well, I have the evidence here of what was done 
in that particular case, based on the testimony that was given by the 
doctors involved, and while the others question you, I will just put 
my fingers on it, so that we can come back to it and direct your atten- 
tion to it, showing that it was a matter that went before the American 
Medical Association. 

I think the American Medical Association did take a broad view, 
and if it did not go into the merits of it, they at least dismissed it by 
saying that there had not been a proper preliminary procedure in 
doing it. 

Now, just a further question. I noted that at no place in your state 
ment did you make any reference whatsoever to the message that was 
given by the President to Congress on the subject of this program. 
Was that avoided for any particular reason, or would you care to ex 
press your opinion with respect to the recommendations of the 
President? 

The recommendations are very well described at the conclusion of 
the message in which the President sets forth four proposals. Are 
you familiar with the proposals that were advanced by the President / 

Dr. Martin. Yes; I am familiar with them. 

The CuarrMan. Did you read his message ? 

Dr. Martry. I read it all. 
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The Cuamman. Have you any comments to make on it? 

Dr. Martin. Yes. The board of trustees isued a statement last 
Sunday in reference to it. 

The only controversial part, or part that might become controver- 
sial, is with reference to the so- ante reinsurance and, with your 
permission, I would like to read the statement of the board of trustees 
in reference to that. 

The Cuamman. I would appreciate your doing so. 

Dr. Martin. The board of trustees of the American Medical Asso- 
ciation through its chairman, Dr. Dwight 

Mr. Harris. Will you ree 1d just a little louder, please? 

Dr. Martin. That is the first preliminary. 

The board of trustees of the American Medical Association through its chair- 
man, Dr. Dwight H. Murray, issued the following statement today regarding 
President Eisenhower's health proposal contained in his recent message to the 
Congress. 

The board of trustees of the American Medical Association has given careful 
study to the President’s message on health delivered to the Congress on January 
18. The board is pleased to find in this message so much of the ideas and prin- 
ciples for which the American Medical Association has striven for many years. 
The board endorses the general objectives of the President to the extent of needed 
facilities to permit further research, to increase coverage on voluntary health 
insurance and to rehabilitate the disabled. 

There are certain basic principles which the American Medical Association 
feels are essential in the consideration of any voluntary health insurance program 

There must be a free choice of physicians and hospitals. The program must 
be founded on sound actuarial data and there must be no direct or indirect con 
trol of the program by the Government. 

That means the Federal Government. 

The administrative reinsurance proposal is indefinite. It is not clear. 

Mr. Hesetton. What was that? 

Dr. Martin. The Federal reinsurance proposal is indefinite. That 
is with reference to reinsurance only. 

It is not clear whether this is a true reinsurance or another form of Govern 
ment subsidy. 

This whole subject needs careful study and until the plan is spelled out in 
detail the American Medical Association can make no further comments. We 
neither oppose nor support it, because we are not entirely clear on how that will 
be translated into law. 

And, we would like to see the details of that. 

The American Medical Association feels there may be other approaches to 
the problem, extension of health coverage than that of Federal reinsurance. For 
example, the American Medical Association has strongly supported legislation to 
permit deduction from income, for tax purposes, of medical and hospital bills 
and premiums paid for voluntary health insurance. 

Does that answer your question ? 

The Cuarrmman. That answers the question so far as the viewpoint 
of the board of trustees is concerned. If time permitted I would ask 
some further questions in connection with it, but I will not at this 
time. I just want to conclude my questions at this moment—and 
that does not mean that I will not have some questions to ask after 
the other members have finished, but I want to say that it is rather 
difficult for me to see how a board of trustees of the American Medi- 
cal Association could use the language which it has here against the 
report submitted by Dr. Magnuson as Chairman of President Tru- 
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man’s Commission. I see on that Commission outstanding physicians 
that have been recognized one way or another through the years by 
the American Medical Association. There is Dr. Magnuson, himself, 
chairman, professor emeritus and former chairman department of 
bone and joint surgery, North Western Medical School, Chicago, Ill. ; 
and certainly a magnificent member of the American Medical Associa 
tion. 

Dr. Lester W. Burket, D. D. S., M. D., dean, School of Dentistry, 
University of Pennsylvania, Philadelphia, Pa. 

Dr. Dean A. Clark, M. D., general director, Massachusetts General 
Hospital, Boston, Mass. 

Dr. Donald M. Clark, M. D., lecturer in general practice, Boston 
University School of Medicine, Peterborough, N. H. 

Dr. Evarts A. Graham, M. D., professor emeritus of surgery, Wash- 
ington University School of Medicine, St. Louis, Mo. 

Dr. Russell V. Lee, M. D., director, Palo Alto Clinic, Clinical Pro- 
fessor of Medicine, Stanford University School of Medicine, Palo 
Alto, Calif. 

Dr. Charles Johnson, M. D., president, Fisk University, Nashville, 
Tenn. 

I have only read the doctors. I have not read the distinguished lay- 
men including outstanding men in the labor organizations and others 
that participated. 

But certainly you would not, for a minute, charge those gentlemen 
with having socialistic ideas that they would want to foster or foist 
on the people of this Nation, would you? 

Dr. Martin. Mr. Chairman, you are aware, of course, that is not a 
unanimous report in all its details; that there are members of that 
Commission who took exceptions to certain portions of that report ? 

The Crarrman. Well, then, what portions of the report does this 
criticism, these criticisms, rather, refer; to the portion that did have 
a majority or the portion that does not have a majority? I was not 
aware that they divided on any subject. 

Dr. Martin. Oh, yes, on a number. 

The CnatrMan. Excepting one instance, and even in that instance, 
it was signed by the members, expressing their views in one particular, 
and that was from a labor standpoint. 

Now, I do not know of any difference of opinion so far as the signing 
of that report was concerned. 

Dr. Martin. I think that is the customary procedure very often 
where members of a commission will sign a report, but note exceptions 
to certain portions of the report, because of certain things. 

There are many splendid things in the report, and we in our state 
ment did not condemn the report in toto; but we did say that certain 
phases of it involved a move in the direction of socialism, and that is 
still my conviction. 

The CuarrMan. That part of the report which I take exception to 
the board of trustees on does not draw those distinctions that you are 
making at this moment. That is general language applied to the re- 
port and I still ask a question, Would the gentlemen whose names I 
have read be the type, in your opinion, that would be a party to any 
program that would be socialistic or would make this a Socialist state ? 
Or, a welfare state ¢ 
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Dr. Marvin. I think that a distinction still has to be drawn between 
a complete socialized program and programs that move in the direction 
of socialism. 1 have made that statement before. I think that there 
are many programs evolved that appeal to people who are anxious to 
promote certain phases of medicine without they themselves under- 
standing the tendency that those particular programs may have. 
There is no difference of opinion, I do not believe in this committee, 
or anybody in this room as to whether they are for or against a full- 
blown Socialist state; but in considering programs that are proposed 
in the Congress or prepared in a commission’s report like this, it has 
to be analyzed in detail and there are certain tendencies to move in 
that direction even though they are not completely full-blown. 

I know most of those men, 

The CuairMan. Is your answer yes or not with respect to the gentle- 
men whose names I mentioned ¢ 

Dr. Martin. I beg your pardon. 

The Cuarrman. I say, Is your answer yes or no with respect to the 
gentlemen whose names I mentioned ? 

Dr. Martin. I see no reason why I should make a yes or no answer 
on that. There are too many reservations init. I know most of them 
and respect them very highly. I do not agree with the philosophy of 
some of them. 

The Cuarrman. Then, are we to take from that answer that you 
would be inclined to think that one or more at least of these whose 
names I have read, would be inclined to recommend or approve what 
you would term socialized medicine ¢ 

Dr. Martin. I would think some of them would; yes. 

The Cuarrman. It is rather surprising to me that you would make 
that kind of response with reference to the men of a standing that I 
have mentioned. They have not been recognized at any time in this 
Nation of ours as those who have those socialistic tendencies that you 
speak of. Those men are of such a high character that they desire 
commendation rather than condemnation, or even be left under a cloud 
us to what their atttiude is toward the Socialist state. 

I have no further questions at this moment. I have many I wish 
to ask, but I will yield to someone else. 

Mr. Dotutver. Mr. Chairman. 

The CHarrmMan. Mr. Dolliver. 

Mr. Dotiiver. The chairman has questioned you about the opin- 
ion of the American Medical Association and its board of trustees, 
on President Truman’s Commission’s report for insurance for medical 
care on the basis of catastrophic illness. 

You have read the statement of the trustees, 

Dr. Martin. Yes, sir. 

Mr. Dotuiver. Now, by that statement it is not meant that you have 
foreclosed against any further action by your organization on the sub- 
ject, does it? 

Dr. Marrin. Not at all. What we stated is that we did not under- 
stand all of the implications of that particular proposal; we felt it 
unwise to make any statement for or against it until we had had an 
opportunity to know more about it. 

Mr. Dotiiver. Well, of course, the fact is that no legislation has yet 
been introduced implementing the plan of the President. Is that not 
true ¢ 
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Dr. Marvin. That is right. 
Mr. Doiiiver. So far as you know ¢ 
Dr. Marvin. So far as I know. 

The Cuairman. Will the gentleman yield to me / 

Mr. Douutver. I will yield to the chairman. 

The Cuairman. For the purpose of correcting the record, may | 
state that I have already put in two bills that do have that purpose 
in mind, 

Dr. Martin. What is that, sir? 

Mr. Douiiver. May I inquire whether you put them in before o1 
after the message ¢ 

The Cnarman. They were put in after the President’s messag 
They were sent to me by the Department of Health, Education, and 
Welfare and I introduced them in the House. I announced that to 
this committee, that the two bills had been introduced. I will give 
you the numbers of them in a moment. They were introduced by 
me to implement the President’s recommendations, and they were not 
my personal bills. 

Mr. Dotiiver. Mr. Chairman, I must apologize for my ignorance 
or my inability to keep up with what is going on in the House, be 
cause I was not aware that any legislation had been introduced. 

The Cuairman. I refer to H. R. 7341, a bill to amend the hospital 
survey and construction provisions of the Public Health Service Act 
to provide assistance to the States for surveying the need for diag- 
nostic, or treatment centers, for hospitals for the chronically ill and 
impaired, for rehabilitation facilities, and for nursing homes, and to 
provide assistance in the construction of such facilities through grants 
to public and nonprofit agencies, and for other purposes. 

H. R. 7397, a bill to amend the Public Health Service Act to promote 
and assist in the extension and improvement of Public Health Service, 
to provide for a more effective use of available Federal funds, and 
for other purposes. 

The contents of them are here, and they are observable by anyone 
who wishes to see them. 

Mr. Doriiver. May we anticipate, Doctor, that your organization 
will give some attention and study to those bills which the chairman 
has referred to? 

Dr. Martin. All of these bills will be reviewed carefully by us 
and we will be very happy to appear before the conference committees 
of the Congress that consider these bills and give them our opinions 
and the basis for those opinions. 

The Cuarrman. Will you pardon me for just a minute? 

Mr. Doutiver. Yes. 

The Cuarrman. In that connection, not only do I want to express 
our appreciation for and willingness to have you do that, because we 
are very anxious to have your viewpoint. The first hearing on the 
first bill will be held on February 3, at which time Mrs. Hobby will be 
present and present the viewpoint of her Department in behalf of 
this bill. 

Mr. Douutver. Thank you, Mr. Chairman. 

Now, let me pursue that inquiry a little further. 

Reference has been made here to various health plans such as insur- 
ance for hospital care, and insurance for medical care. 
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Am I correct in saying that the American Medical Association, nor 
any of its constituent parts have ever had any concerted opposition 
to that method of paying for medical care through the insurance 
pl ins ¢ 

Dr. Martin. None at all. 

Mr. Dotiiver. On the contrary, the medical fraternity as a whole 
has encouraged that kind of thr ift. has it not? 

Dr. Martin. Very much so. Our council on medical service has 
been very active. They were active in the formation of the Blue 
Shield, and supported the Blue Cross, and have done everything on a 
National, State, and local level, to promote the development of volun- 
tary prepayment care. 

Mr. Dorxiver. And that is still your position about it ? 

Dr. Martin. Yes, sir. 

Mr. Dotiiver. And you would, I believe, further say that the medi- 
cal fraternity as a whole is interested in increasing that kind of cover- 
age, but do not want to get the Government involved in any controls 
over medical care; is that correct? 

Dr. Martin. That is correct. We believe that for those who are 
able and willing to pay for insurance, that it is the best method of 
meeting the impact of illness. 

Mr. Dotuiver. Mr. Chairman, I do not want to take more time of 
the witness and the committee, but I feel impelled to say this: I have 
been rather closely associated with the medical profession in my life. 
I know that by and large, the members of the medical profession 
represent a consecrated and devoted group of men and women who 
are trying to improve the health of this country. 

Now, to be sure, there are differences of opinion as between various 
people and between the members of the medical profession itself as 
to the best methods but I am very sure of this, that we are not 
going to improve the health standards in this country when we have 
a concerted opposition of the members of the healing arts to any 
program which we undertake to put into effect. Therefore, Mr. 
Chairman, it is my hope that in considering legislation of this kind 
we will be able to reach an accord with the people who are engaged 
specifically in the healing arts to the end that a plan can be worked 
out which will be acceptable to them and to the general public and 
beneficial to the health needs of our people. 

That is all, Mr. Chairman. 

The Cuareman. I think that there is something implied in what the 
gentleman has said, and that he has addressed a part of his remarks 
to the chairman. 

I have no hesitancy in saying that I believe, when he speaks in terms 
that he does, of the practicing physicians in this Nation, he expresses 
the sentiments that are in the heart and the mind of every individual 
who is a member of this committee, and I do not know of anyone on 
this committee, certainly not myself, in view of the things I may have 
said, or done, who wishes to be considered as having cast any reflection 
in the slightest degree upon any member of the medical profession. 
They have done an admirable job in caring for the health of our 
people. 

I do not think that they need any commendations from us in the 
sense of explaining it. Their services have been so outstanding. that 
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there is no one ever for a moment would de ny that they have rendered 
the most wonderful service to our people and, if you wish to bring 
in a personal viewpoint I probably could bring it a little closer. My 
wife was a physician. | 

Dr. Martin. Mr. Chairman, we were not concerned about any im 
plications, We are perfectly happy. 

The CuarrMan. Such is not in the mind of any member of this 
committee. ' 

Mr. Priest. Mr. Chairman. 

‘The CuatrmMan. Mr. Priest. 

Mr. Priest. Mr. Chairman, I have a question. I do not want to pro 
long the questions. 

Doctor, I have for quite some time been interested in either an 
increase in the number of doctors or a more equitable distribution 
of those that are available. 

In your opening statement you said we had more doctors per capita 
than any other nation, with the exception of Israel. We are all glad 
that that is true; but the question I want to follow along with in cor 
nection with your statement is, in your opinion, do we have enough ‘ 

Dr. Martin. Well, of course, it is a great question as to how much 
is enough. That is hard to say, because there would be almost un 
limited demand on medical services, if there were not some econoimi 
and other complications on it, and it is not altogether a question ij 
number; is is also a question of distribution of where they are. An 
that is something except in a State that can tell you to go here ca 
there, that cannot be controlled, except by education. 

There are areas in which there are too many. There are certain 
cities where there are too many, and they tend to group around the 
hospitals and teaching institutions, so that in some places the numbei 
present in a partic ular area may be 100 to 350 or 400. 

In other areas, there is a lack of them. And, that is the reaso 
for our placement service, which was brought into being in order 
attempt a better distribution of doctors. 

Now, in my State, that has been very successful. We have mad 
creat effort to get doctors to move out into the rural areas and sma 
towns, and I would like to point out that it is not altogether ou 
responsibility, because if a community needs a doctor, they hav 
got to participate in making a situation that will attract the docton 
to that place. 

It is natural in modern medicine that a doctor who is graduated 
and who is well trained in the science of medicine will want to pra 
tice medicine where he can practice scientific medicine; where he has 
hospital and laboratory opportunities. He does not want to go out 
and forget all that he was taught and practice horse-and-bugg) 
medicine, when he has been taught to practice scientific medicin 

So, the distribution depends on the presence of facilities, such 
as X-ray facilities, and clinics, and conditions that would attract 
doctors into these areas, away from the medical schools. 

I believe we have a process of increasing the number, that we have 
approximately as many doctors as we actually need. 

Mr. Priest. Could I get Dr. Bauer to make a comment on that also 

Dr. Bauer. Yes. I think that the point that Dr. Martin has = 
gs correct. 

Mr. DrerountAn. Mr. Chairman. 


1] 
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The Cuarrman. Mr. Derounian. 

Mr. Derountan. Mr. Chairman, I am proud to have Dr. Bauer as 
my constituent. He is a man of world renown as a heart specialist 
and former president of the American Medical Association, and now 
secretary-general of the World Medical Association. I am very 
happy to welcome him here. 

Dr. Baver. Thank you, sir. 

Dr. Martin spoke about the nec ‘essity of facilities, for attracting 
doctors. 

As he said, you cannot expect a doctor who spends anywhere from 
10 to 13 years of his life in training to go to a place where he would 
have to practice medicine of the type which was in vogue half 
century ago, and if he would, I think that the community would be 
better off without him. He must have facilities to practice good 
medicine. 

Now, that problem came up first in the State of Kansas, and the 
State medical society there got very much interested in it, because 
in some of their rural communities, the older doctors were dying 
off and nobody was going in to take their places. So they persu: aded 
the community to build facilities to attract doctors—not necessarily 
hospitals, if there was one in a reasonable distance—but where he 
could have the facilities for practicing modern medicine—a little 
library, X-rays, and so forth, and when they did that they had no 
trouble in getting doctors to go into those communities. 

In the course of 2 years they *y got something like 67 doctors settled 
in rural communities which had been without physicians for some 
time. And, those facilities which were provided by the community 
were either rented to the doctor, or sold to him on an amortization 
plan. 

$0, you must have facilities. 

You could double the number of doctors in this country and you 
still would not make one more go into the rural areas, unless you 
had something that would attract him, so that he could practice 
modern medicine. 

Mr. Priest. Mr. Chairman. 

The Crarrman. Mr. Priest. 

Mr. Priest. I think that I agree with you there. I do not know 
about doubling, or what the percent: ge might be. 

That leads me though to this question: I “have felt for some time in 
connection with the hospital construction program that perhaps more 
emphasis, in the future at least, should be placed on some provision 
within the framework of that legislation for the construction of small 
clinics in rural communities, and in the small county-seat towns— 
eight-bed clinics or hospitals. I mention eight beds, simply to indi- 

sate that there does not have to be a large construction program in 
order to provide facilities in those areas where there is a shortage. 

You mentioned Kansas. The same condition prevails, no doubt, 
in many other States. It does in my own State, and there was a time, 
I think, when there were several counties in my State that did not have 
a doctor in the county seat. They were small counties; they were in 
mountain areas, and mountain counties. 

I think that situation has been improved in my State where there 
are, I believe, there is not now a single county seat within the State 
that does not have 1 or 2 doctors. 
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Now, I notice, Dr. Martin, that you recommended that there be 
adoption of legislation authorizing one-time Federal grants for con- 
struction and renovation of the physical plant of medical schools. 

I believe that was one of your recommendations. 

Dr. Marriy. Yes. 

Mr. Priest. Has the American Medical Association, or the board 
of trustees, or any of your committees within that group considered 
the amount of Federal funds that might be necessary for construction 
or renovation of existing medical school facilities, in terms of money ¢ 
Do you have a figure that might be suggestive, or an estimate at least ? 

Dr. Martin. I do not believe that I could draw that figure out of 
a hat right now. During the last 3 years, as I recall, it has been about 
$250 million to build on new construction and rehabilitation facilities 
in the medical schools now existing. And there will be I think about 
$80 million a year roughly speaking being spent now on reconstruc- 
tion and new buildings. 

Mr. Priest. $80 million? 

Dr. Marttn. About $80 million. I think that could be supple 
mented by additional funds and speed up that program very easily. 
I do not think it would be a tremendously expensive program. 

Now, in reference to one other part of your question there, the loca- 
tion of these hospitals under the Hill-Burton, or under any Govern- 
ment provisions. Our thought had been that they should be located 
in trade centers rather than county seats; that that would be a better 
location for those, where the roads converge, and where people come 
to trade, rather than the county lines, and with the improved roads, 
that they do not have to be disbursed too much in too small a unit for 
the reason that the very small unit is uneconomical. And, it is a mat- 
ter of very careful study in an individual State as to what is the best 
location and what is the smallest unit that is economically sound and 
will be able to provide the basic needs in the way of laboratory pro- 
cedures, and so forth, for that particular group of people, meeting in 
that trade area. 

I think that has been followed out. I know in my State it has, very 
successfully, because most of the money has been put in the smaller, 
50- and 75-bed hospitals, located in the trade areas. 

Mr. Priest. Well, I can agree with that. I think there is a danger 
in too much diversion and I would favor 2 or 3 county trade areas as 
a unit. Perhaps that might be more satisfactory than what we now 
have. 

Mr. Chairman, there are a great many other questions that I have 
in mind, but I will not take more of the committee’s time at the present. 

The CHarrMan. I want the members of the committee to feel that 
we will continue these hearings long enough, so that there will be every 
opportunity for everyone to ask the questions he wishes to ask. This 
is a very important phase of our inquiry at this moment, because the 
American Medical Association is here before us speaking for a great 
organization, such as they are, and knowing that they do have an in 
terest in this subject, even though it may differ in some respects from 
the interest that others may have, yet it is so important that we have 
a clear and distinct understanding as to just where we are in this mat- 
ter, that I hope that the membership of the committee will not feel 
that they are too cramped as to time. We have no other witnesses set 
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down for tomorrow, so that we have a splendid opportunity to ex- 
amine these witnesses who are here and who have favored us with 


their presence c. ; 

I think we would be remiss in our duties, if we did not examine wit- 
nesses of this type and character to the fullest extent. 

Mr. Heseitron. Mr. Chairman. 

The CuarrmMan. Mr. Heselton. 

Mr. Heseiron. Doctor, first it is my recollection that Dr. MeCor- 
mick appeared before us and testified briefly. I think that he said the 
American Medical Association intended to have observers at the vari- 
ous hearings of this committee, so that they could pass on, or look into 
suggestions that were made. 

I know that there have been many suggestions made. I know that 
your comments are very much worth while, and that the reaction of the 
American Medical Association to those suggestions is important. 

However, I do not find in your formal statement any reference to 
that phase of the hearings. 

Do you have any information you can give us as to what may have 
been done or may have been undertaken in that field ? 

Dr. Martin. T am sorry; I have not. I was not aware that Dr. 
McCormick had committed us to actually having a listener or an ob- 
server here to report on the procedures, and so far as I know, that has 
not been done. Do you know about that, Dr. Allman ? 

Dr. ALLMAN. No. 

Mr. Heseviron. I am entirely confident that the American Medical 
Association would be glad to look into those suggestions. I think 

that I can locate them, and I want to see that you are familiar with 
them. 

Dr. Martin. We will be very happy to do that, sir. 

Mr. Hesevion. Now, turning to your statement, I have the definite 
unpression that you gave us very valuable information as to the ad- 
vances that have been made, and we have been told that by other com- 
petent witnesses in the field. 

There are 2 or 5 sentences in your statement that I think should be 
onsidered a bit further than they have been so far. 

We feel, however, that in an effort to create public sentiment in support of the 
Government-controlled medical care program, a distorted picture of the health 
and medical situation in this country has been drawn. 

I am entirely confident that you do not mean to leave the commit- 
tee with the impression that what the President has suggested or rec- 
ommended to this committee constitutes anything in the nature of a 
Government-controlled medical care program. 

Am I right? 

Dr. Martin. I am sorry, but I did not get your question. 

Mr. Hesevron. Is there anything in that statement with reference 
to the creation of public sentiment in support of a Government-con- 
trolled medical care program’ I am sure that you do not want this 
committee or the public to understand that the American Medical As- 
sociation is of the opinion that the recommendations of the Presi- 
dent in his state of the Union message and in his message on health, 
is an effort to develop support for a Governme nt-controlled medical 
care program. 
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Dr. Marrin. Not at all, because this was written before he sent his 
message up. This was drawn up before Mr. Eisenhower gave his 
message to the Congress, and this has no reference whatever to any 
thing that was said by the President in his report on the health of the 
Nation. 

Mr. Hesevron. I am glad that that statement has been made. 

The CuarrmMan. Will the gentleman yield to me for a moment‘ 

Hesevron. Yes, Mr. Chairman. 

The CHarrMan. At the opening of the session this morning, | re 
into the record what I considered a well prepared statement with 
respect to the evidence or testimony that had been submitted to this 

nmittee that dealt with that problem in which I gave figures. ‘That 
statement was prepared with care, based on the testimony of membe 


ot your own or@anizatio who hy ict testified here i the panel that w 
ld in October. 
Now, do you w 

tortion / 

Dr. Martin. This statement was drawn up before I heard tha 

Statement. 1 had no way of anticipating the contents of the state 


sh to infer that those facts that 1 gave were a ¢ 


ment nor in a moment was I able to grasp the entire statement and 
ill of its implications as you read it. 

This has no reference to the statement that the chairman mad 

hatsoever. 

The CHatrman. I try to be very fair. I told what the situatior 
was and the progress that had been made, and if those fivures are not 
correct, that is due to the incorrect statement of those who are activ 
in dealing with the particular diseases. 

Dr. Marrin. There is no question as to the accuracy of the 
There is very often a question of interpretation of facts. 

, a great deal has been said about the tremendous increas 

sease, as if that were evidence of poor medical care, : 

ed for that. 

We were referring to what has been going on 
Actually, that is the result of good medical care 
years. 

Now, when people arrive at the age of 65, they are subject 
degenerative diseases, to cancer, in larger proportion than the 
population, and so, certain diseases have obtained prominence 
very fact that life has been prolonged about 20 vears over a 
of 50 years. , 

So that while they present problems, they present problems In 
tific medicine also from the standpoint of trying to determine if 
degenerative diseases can be delayed or ameliorated, and 
possess that knowledge yet of what is the ree of arteriose 
There are certain diseases we do know about, but that is the major 
one of the older age group. Until we have better scientific knowledg¢ 
as to what is the cause of it and what prevents it, then we will have t: 
accept the fact that heart disease is a major killer at the present time 

The CuarrMan. I would want to make it plain that there is no 
tendency on the part of this committee, or any member of the com 
mittee, to criticize the treatment of patients by the American Medical 
Association. 

We realize that splendid work has been done. 
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It is because we realize this splendid work that we are interested in 
having as many people as possible to have the benefit of their services, 
and that is the basic thought we have in mind in all we are doing, 
create a situation that will make available that fine treatment that can 
be given by our doctors to as many people as it is possible for us to 
do so. 

Dr. Martin. We are in complete agreement with the chairman and 
the committee on that, Mr. Chairman. 

Dr. Baurr. I think if I may make a comment, Mr. Heselton, I do 
not know whether you were in the room when Dr. Martin read the 
statement relative to the President’s health message. 

Mr. Hesexton. Yes, I was. 

Dr. Bauer. That, I think, answers the question as to whether this is 
in criticism of the President’s speech, because that statement shows 
we are heartily in favor of practically everything he proposes. There 
was just one thing that we did not commit ourselves on, because we 
are not clear on that. 

Mr. Hesexron. In the President’s state of the Union message he 
dealt with health and in the message on health he made detailed recom 
mendations. 

I want the record to be entirely clear that, in spite of anything that 
may have been included in the formal statement, somebody might in 
correctly interpret it as in opposition to what I believe to be con- 
structive recommendations. That would not be an accurate inter- 
pretation. 

I want to refer again for the record—although I am sure you have 
answered the question in the statement that you have made. You say: 

At times the magnitude of such problems has been exaggerated while actual 
progress toward solving them has been minimized. 

In that connection you did discuss the question of medical bills, 
costs of medical care, and made reference to the comparable ability 
of people who cannot afford to pay for it. 

I want to read into the record briefly a portion of the President’s 
message which I think should be brought to your attention and for 
your comment. I think that I can anticipate your answer to the ques- 
tion whether the association considers this a vital problem with which 
this committee is confronted, or this Congress should struggle with, 
to provide the solution. 

The President in his message says: 

Even where the best in medical care is available, its costs are often a serious 
burden. Major, long-term illness can become a financial catastrophe for a normal 
American family. Ten percent of American families are spending today more 
than $500 a year for medical care. With our people reporting incomes under 
$3,000, about 6 percent spend almost a fifth of their gross income for medical 
and dental care. The toal private medical bill of the Nation now exceeds $9 
billion a year—an average of nearly $200 a family—and it is rising. This 
illustrates the seriousness of the problem of medical costs. 

While I appreciate much has been done, I am sure that you would 
at once say that it is a very proper responsibility of this committee to 
undertake to provide some kind of constructive solution to that prob- 
lem which faces us. Am I right about that? 

Dr. Martin. That is entirely correct, and I think we have got to get 
that in perspective a little bit. For example, the experience of the 
Blue Cross for hospitalization is that patients in hospitals longer than 
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60 days constitute only 5 percent of the patients who go into hospitals, 
and those that are there for 120 days constitute less than 1 percent of 
the patients who go into a hospital. 

Now, on the average, a man can expect hospitalization, an wo 
vidual, once in 8 years. There were 20 million hospitalized last yea 
So that means that 1 out of 8 in the population on an aver Seaecthe 
average man can expect to be hospitalized once in 8 years. And, of 
those who were hospitalized, 1 out of 8 were hospitalized—1 out of 8— 
less than 1 percent were hospitalized for longer than 120 days. 

Now, a great deal can be done about the development of facilities 
for the chronically ill that will take them out of the general hospitals 
and reduce the cost of taking care of the chronically ill. But we want 
to get the problem down as to its relations. When it is related to the 
total population and percentages, that reduces the magnitude of the 
problem from the standpoint of the overall measures that would have 
to be taken to meet it. 

Mr. Hesevton. But the problem still is there. 

Dr. Martin. The problem still is there; you are correct. 

Mr. Hesevron. The problem is there as to the individual and the 
individual families. 

Now I want to read another portion of the testimony which has 
been submitted to this committee : 

How about the 50 percent of American families whose income is $3,000 a year 
or less? I agree with President Eisenhower that the Federal Government has a 
definite responsibility to aid in the extension of medical care to those who are 
unable to afford it. As we said in our Commission report: “One of the most 
important roles of the Federal Government in health is to act as a catalyst, to 
stimulate new programs and to expand existing ones.” 

I want to say that that is the testimony of Dr. Magnuson, and 
support he quotes a portion of the Commission’s report, which the 
trustees and the house of delegates of the American Medical Associa 
tion condemned as vigorously as they did, as indicated by the chair- 
man’s questions. 

I understand your position as of now refers to the President’s sug 
gestion only on reinsurance, but why would you differ from that 
particular quotation from the Commission’ s report, if you do differ ? 

Dr. Martin. Of the Commission’s report ? 

Mr. Hesevron. Yes. 

Dr. Martin. You mean the Magnuson Commission’s report ? 

Mr. Hesevron. Yes. 

Dr. Martin. I thought you were reading from something else. 
did not quite get that statement. 

Mr. Hesevton (reading) : 

One of the most important roles of the Federal Government in health is to 
act as a catalyst, to stimulate new programs and to expand existing ones. 

Now, is that a portion of the recommendations that you do differ 
with? 

Dr, Martin. Well, we think it is a proper thing to stimulate efforts, 
and we think that some existing facilities should be expanded that 
we mention in reference to the Hill-Burton Construction Act—expan- 
sion of chronic facilities. We go along with that statement. It is 
when you come to the implement: ition of programs of that kind is 
where we differ at times. 
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Mr. Hesevron. I would like to turn to another subject that has been 
the subject of testimony here at times. 

This is from the statement of Dr. Morris Brand, medical director, 

Sidney Hillman Health Center of New York. In making recommen- 
dations he said: 

By taking appropriate action to convince the officers and leaders in the medi- 
cal profession to cease their constant and more recently accelerated campaign 
of harassment of voluntary medical insurance plans sponsored by consumer 
groups. 

I would like to have your comment on that statement. 

Dr. Martin. You mean by that the cooperatives—the medical plans 
set up by cooperative agence ies ? 

Mr. Heseiron. Well, the term here indicates general group medical 
plans. 

Dr. Martin. We never opposed group medical plans. There are 
certain types of group medical plans that we have been opposed to. 
We have never objected to groups when it was a medical proposition 
itself. 

Mr. Hesevron. Are you aware of any “constant and more recently 
accelerated campaign of harassment” / 

Dr. Martin. No; I donot know of any harassment. 

Mr. Heseiron. You donot think the re isany ? 

Dr. Marrin. Not on any general scale. If you interpret that as 
opposition to a certain definite plan on itself, whether it is effective 
or ineffective; that has been harassment, then we all engage in harass- 
ment all of the time. 

Mr. Heser_ron. Let me quote briefly from the testimony of Dr. 
George Baehr, president and medical director, Health and Insurance 
Plan of Greater New York: 

State and county medical societies cannot or will not initiate or operate such 
experiments because of the political composition. A widespread spirit of intol- 
erance to change pervades the thinking and action of their leaders, and in some 
States laws have been enacted at the instigation of medical societies which have 

ctually prohibited prepaid group practice. 

What Sarees cone on that? 

Dr. Martin. I do not know of any laws prohibiting prepaid group 
practice. It is entirely a question of how a particular organization is 
set up as far as the American Medical Association is concerned. We 
have not had any—we have not had that problem before us, but there 
are many differences on the local levels and States about certain indi- 
vidual programs. They have to be evaluated as individual proposi- 
tions, depending upon whether they are set up in a way that we think 
produces good medical care in the long run. I mean there is no gen- 
eral answer to that kind of problem. It is an individual problem on 
the part of the individual plan. 

If a cooperative is set up by and with the control of medical care 
in the hands of a lay group, where good medical care is sacrificed in 
order to make a profit for the cooperative, we think that is bad; and 
it is bad because it does not provide good medical care. Where it is 
set up in a proper way, where the balance between the scientific side 
and the provision for good medical care is properly set up, then we 
think it is a good plan. 

Now, that has to be answered on a specific case of a particular 
organization with full knowledge of the details of it and how it works. 











HEALTH INQUIRY 2191 





Mr. Hesexron. I understand that you are not in accord with the 
operation of the so-called Kaiser plan, in California and on the west 
coast. 

Dr. Baver. The Kaiser plan. 

Dr. Martin. Well, I think that there are many details of it that 
might be subject to very definite question. 

Mr. Heserron. That is rather indefinite. 

Dr. Martin. I know it is indefinite, so are your questions, sir. 

Mr. Hesettron. Well, what about the Loos plan, in Palo Alto, or 
Los Angeles. 

Dr. Martin. That is entirely a different plan. 

Mr. Hese.ton. Are you in accord with that ! 

Dr. Martin. Well, in the major aspects of it; yes. 

Mr. Hesexton. How about the plan under which they are working 
in New York City? 

Dr. Martin. You mean the HIP? 

Mr. Hesexron. Yes. 

Dr. Martin. I know Dr. Baehr very well, and I have a great deal 
of respect and admiration for him. 1 think some phases of that we 
could expect a difference on, on analysis of that particular plan, as 
to what is good, and in some respect, some of it is dangerous. He 
has done an excellent job there in many respects, but that again has 
never been brought before us as an organization. That is a local 
problem in New York City. 

Mr. Hesevron. Your association has been aware, I am sure, of some 
practices which they did not like, as witnessed by an editorial trom 
the Journal of American Medical Association of July 16, 1949: 

Instances have occurred in which physicians, for political, commercial, or 
emotional reasons, have endeavored to utilize the principles of medical ethics 
as a means of procuring embarrassment, distress, or loss of reputation of other 
physicians whom they envy or whose open competition they fear. The principles 
of medical ethics were not designed for any such purpose, and the attempt to 
utilize the principles of ethics for such purposes may well be in itself unethical 

Are you aware of any proceedings that have been considered and 
disposed of in New York City with reference to that ? 

Dr. Martin. I do not know the details of them, no. 

Dr. Bauer. I can tell you something about that. 

Dr. Martin. Dr. Bauer is from New York. 

Dr. Bauer. The matter of the HIP in New York has been subject 
to a good deal of argument and differences of opinion. 

The criticisms which have been made—now, I am not in a position 
to say whether those criticisms are just or otherwise—but the criti- 
cisms which have been made and which have caused the differences 
of opinion in New York have been that HIP has been charged with 
not providing free choice of physicians; with advertising and pros- 
elyting for patients; and that it has been made a compulsory plan 
in the case of the employees of the city of New York. That is, the 
city requires its employees to go into that plan or nothing, that iS, 
if they wish to take advantage of some other plan the city will not 
pay for it, and that causes a lot of hard feelings. 

Now, whether these other charges are true or not, I do not know, 
but those are things which have caused the differences. 

I think Dr. Baehr, in his testimony here, absolved the AMA from 
any part in it. His criticism was of the local system. Even there, 
39087—54—pt. 7-19 
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there has been a difference of opinion. Some local societies have 
disapproved of the HIP. One or two of them have taken no action. 
In fact, one of them, for a long while, and so far as I know, still has 
an observer on their board of directors, that goes to their meetings, 
in order to watch it as an experiment, as to prepayment insurance. 

Mr. Heseiron. Let me turn to one part of your statement. You 
characterized that as proselyting. 

We have had testimony as to that. In fact, in terms of some of 
these plans, which I am sure is a matter of interest to all of the mem- 
bers of this committee. We have had testimony from some as to 
what they have been able to do in expanding medical care and pre- 
ventive medicine, and doing it more economically, apparently with 
successful results, and economically, so far as the physician and the 
health of the patients is concerned. 

The question has been raised about providing publicity or the prob- 
lem being one phase of it, so that the public should know more widely 
what they can get. That question was asked. I think it will be 
recalled that I asked one witness here for a development of the outline 
of the type of things that could be done, and the cost of the premiums. 

I said, “Do you circulate that?” He said, “No.” 

I said, “Why not?” 

He said, “Because the charge is made that that is violating the ethics 
of the medical profession.” 

Now, I am keenly aware of the necessity of living up to ethics. I 
happen to be a lawyer myself and we have the same situation. But, 
I wonder if the American Medical Association should not address 
itself specifically to the problem whether or not there should not be a 
revision of its interpretation of their very laudable ethics. In other 
words, times havechanged. Youadmitit. Physicians have changed ; 
fees have increased. Surely there should be a way to bring better 
medical care to our people, to make available information to them 
as to the things they can obtain. 

Dr. Baver (interposing). May I interrupt your statement along 
that line? 

Mr. Hesexiron (continuing). Now, this should not be interpreted 
as a condemnation of these things, these various efforts to solve this 
problem, although I must confess I have been asked to ask you to 
furnish me now or later your specific objection to these various 
programs. 

Do you not think that it is about time that that very real problem 
should be studied carefully and a line drawn as to what is improper 
advertising, soliciting, or proselyting, and permitting proper infor- 
mation as to these programs to go to the American people, and par- 
ticularly to this group, very large group, who at present are not bene- 
fited by any one of them. 

Dr. Bauer. Mr. Heselton, I do not think there has ever been any 
objection to stressing the benefits of the plans available, as long as 
they are in accord with the facts. In fact, I think with all of these 
plans you can hardly go into any city where you do not see them adver- 
tising the Blue Cross, and the Blue Shield, with neon signs in almost 
every city. , 

There is another point of criticism which has been raised—again, 
I am going to give you a little background of it—there was another 
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voluntary plan in New York known as the United Medical Service, 
which has something over 3 million subscribers, limited to the lower 
tier of counties in New York, and if I am a participating physician 
in the United Medical, and you call me as your doctor, the United 
Medical pays me according to its scale. On the other hand, if I am 
not a participating member of the United Medical and you call me, 
they still pay me, pay me just the same as if I were a participating 
physician. 

Some other plans do not permit that. You must have a physician 
in the plan or you cannot—he cannot be paid—unless you, as the 
individual, pay him yourself out of your own pocket. And, that has 
been subject to criticism, that the subscriber should be permitted to 
have complete freedom of choice of physicians, and if a patient in 
a particular group wants a certain doctor, he ought to be allowed to 
have him, and if he is insured, then the insurance company or organi- 
zation ought to pay him regardless of whether he is enrolled as a 
participating physician, just as long as he is an ethical individual 
and registered and accepted as a physician of the community. 

And that again is another point of difference in some of these plans. 

Dr. Martin. May I point out this in reference to these questions of 
ethics? 

In reference to the contract practice, that practice is not per se 
unethical. It depends entirely on how it is set up, and our criteria is, 
and should be, wheter a particular plan works to the benefit of the 
patient who receive care. 

Now, we use that as an index. Then, we have got to analyze each 
proposal on its merits and determine as to whether it meets that re 
quirement; whether it produces the best possible quality of medical 
care under the circumstances under which it is operating. 

Mr. Hesevton. Mr. Chairman, I have used more than my share of 
time. I have some more questions. I will say that while it is true, 
I understand, that there are approximately 90 million people in this 
country who come under some form of insurance, yet it is also true 
that insurance covers only about 15 percent of the amount paid each 
pear by those people for medical care and that there are 160 million 
people in this country. After all it constitutes, in my judgment, a 
Thaliinpe to the medical profession, that the people of this country are 
going to insist that this problem, if it can be solved, be solved. I 
am sure that you are going to do your part to bring about that solu- 
tion, because I think it is the biggest contribution that you can make in 
your great capacity as president of the American Medical Association. 

Mr. Martin. There is a gimmick in that, and that is that in 1 
year; that is calculated against the total population, and not the 
number of people sick in that year. 

On an average, 20 million people go to the hospital. 91 million 
of the total population is covered by some form of hospital insurance 
and 73 million, and 35 million covered by other forms, by surgical 
insurance, and by medical insurance. 

Now, that relates to the number of people who go to the hospital 
in any one year, because they do not all get sick every year. It is 
also related to the fact that there is a very large group of people 
who are uninsurable—approximately a million people, under per- 
manent care in State and Government institutions. You have got the 
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group that comes under the OSI, and the OAA—I mean people who 
are not capable of buying insurance. 

So that group insurance population is not the total population you 
have. 

Now, you come to calculate the benefits of insurance—it does not 
give a fair picture to simply draw a line of the total hospital expen- 
ses or medical expenses, and draw another line of how much insurance 
there is, because insurance is a leveling off process. 

The thing that hurts people is not the small bill, but the big bill, 
and there are large di and valleys in that curve of cost. 

Now, the effect of insurance is to cover the unpredictable high ex- 
penses. For instance, our particular plans in my area covers all costs 
of hospital care other than a certain proportion on the bedroom—on 
the hotel facilities. Now, that is a predictable cost. We pay $9.50 a 
day for board and room, and if a man chooses to occupy a $20 room, 
he has to pay the additional cost of $10 a day which is not a predictable 
cost—the $10 a day. If he is in the hospital for 10 days he has a $100 
bill to pay. But, he has the expense for drugs and biotics, amounting 
to $500 paid for him. That covers all of the unpredictable costs. So, 
that group is not realistically in the scene of what proportion of that 
cost falls on people who have uninsurable costs, and it has to be re- 
lated to that and that is the purpose of all insurance, to level off the 
cost, and make for average costs. 

Mr. Hesexiton. You still do not contend, do you, that if any group 
are confronted, as they are at times, with catastrophic illness, that 
that is not a very real challenge to all of us? 

Dr. Martin. We certainly do. We certainly do not believe and we 
are not at all complacent about it, that we have solved the problem. 
We think we are moving in the right direction. There are two things 
that can be done. One is to extend the benefits and coverage, both 
numerically and quantitatively and the other is to take care of the un- 
insurable groups, on the direct-payment basis. 

Dr. Bauer. That 15 percent, I think, is a little misleading. Dr. 
Martin gave some explanation relative to it, but the other 85 percent, 
you must remember, includes the veterans; also includes the people 
in the military service and also includes those people who do not want 
insurance; who refuse to pay for insurance—they are not insurance 
minded ; also people who can afford to take care of the costs, no matter 
what they are; also includes those that Dr. Martin pointed out who 
may be insured, but whose insurance for various reasons does not cover 
the entire cost of illness, like the man who goes to a hospital and not 
being willing to accept semiprivate accommodations, but insists upon 
a private room and a private nurse. That all has to be taken into 
consideration. 

Then that still, however, leaves us the fact that there is a certain 
group that needs this protection, and we certainly want to do every- 
thing we can to see that they get it. 

Mr. Heseton. Just to make the record clear, did you say you would 
furnish the committee with a list of specific objections to the various 
plans we have discussed ? 

I made the comment that your statements with reference to them 
were quite general and you agreed. 

Dr. Martin. Yes. 


j 
j 
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Mr. Hesetron. You are in a position to assure us that we will have 
the benefit of your specific objections to each one of these plans? 

Dr. Martin. By each plan, you mean like the Kaiser plan? 

Mr. Hesetron. Yes. 

Dr. Martin. Yes. 

Mr. Heseiron. Thank you. That is all, Mr. Chairman. 

Mr. Harris. Mr. Chairman. 

The Cuarrman. Mr. Harris. 

Mr. Harris. Dr. Martin, I have been very much impressed with 
the statement you have made. I think you made a splendid state- 
ment; obviously well prepared ; fully cognizant of the problems of the 
American people in health matters as w ell as the responsibility of the 
medical profession and the great organization which you represent. 
I want to compliment you on your very frank statement and the fine 
approach you made to it, and the information you have given this 
committee. 

From your statement, and from the requests and from the informa- 
tion that has come to us through these many days of hearings, there is 
no question but what everyone recognizes there is a tremendous prob- 
lem in connection with the health of the American people. 

I am equally convinced that from these hearings there is no question 
but what there is great misunderstanding about these problems and 
at the same time an opportunity for various people to advocate cer- 
tain viewpoints that they might have for its solution. 

I agree with what has been said here, that the objective of the var- 
ious groups and various people insofar as the health of the American 
people is concerned is the same; it is, to provide better health. 

The controversy and the confusion that is presented to us is over 
the question of how shall it be done. 

I want to compliment your organization for taking the position 
of a certain philosophy and to the best of your ability, as an organiza- 
tion, following that viewpoint just as clearly as you possibly could 
under the circumstances. 

The organization of the American Medical Association is not too 
different from the general procedure of other groups and organiza- 
tions in this country, is it? 

Dr. Martin. No, sir. 

Mr. Harris. You have your president and your officers, and your 
board of directors. 

Dr. Martin. Yes, sir. 

Mr. Harris. You have certain responsibilities and authority too, 
do you not? 

Dr. Martin. That is correct. 

Mr. Harris. As to any action that the board can take in the way of 
a general policy, and on things coming from different divisions, is 
that binding on the organization without it being presented to the 
house of delegates? 

Dr. Martin. All that we can review or approve or disapprove, can 
be changed by the house of delegates. 

Mr. Harris. And any statement that the board of directors and 
officers make is then, therefore, the attitude and the position of that 
board and the officers until it is passed upon by the house of delegates. 

Dr. Martin. That is correct. 
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Mr. Harris. Now, this house of delegates is representative of doc- 
tors throughout the United States; is that right? 

Dr. Martin. That is correct. 

Mr. Harris. They are selected by the local groups in every State 
and community throughout this country; is that true? 

Dr. Marty. The local groups elect delegates to the State associa- 
tion and that house of delegates to the State association elects one 
representative for each thousand members or fraction in that State. 
That constitutes the house of delegates, except it is weighted by the 
fact that each scientific assembly—21 of them, I believe—have a rep- 
resentative also and the Federal medical services, including the Pub- 
lic Health Service, the Veterans’ Administration, and the 3 armed 
services each have a delegate in the house of delegates. 

Mr. Harrts. And each of those delegates represent approximately 
1,000 people? 

Dr. Martin. A thousand doctors. 

Mr. Harris. A thousand doctors. 

Dr. Martin. Yes. 

Mr. Harris. They are selected by those doctors to represent them 
and their viewpoint in the national meetings. 

Dr. Martin. That is right. 

Mr. Harris. Of the American Medical Association ? 

Dr. Martin. Yes, sir. 

Mr. Harris. Now, that is the usual democratic process of various 
groups and organizations, including the political entities of this coun- 
try, is it not? 

Dr. Martrn. That is correct. 

Mr. Harris. Now, is it not true then with the medical association 
as it is with various other groups in this country, that it is highly 
competitive ? 

Dr. Martin. I did not quite understand that question, sir. 

Mr. Harris. I say is it not true within the medical association as it 
is within other groups and professions in this country, it is highly 
competitive ¢ 

Dr. Martin. That is correct. 

Mr. Harris. And in this case it is scientific problems that you are 
dealing with? 

Dr. Martin. That is correct. 

Mr. Harris. And therefore does it not then add to the differences 
of opinion that might exist in the minds of various individuals within 
the profession ? 

Dr. Marrin. Yes. 

Mr. Harris. In other words, the very nature of the medical pro- 
fession, the health of the people, the human being itself creates differ- 
ences of opinion as to what should be done—— 

Dr. Martin. That is correct. 

Mr. Harris. To overcome this or that problem that affects a per- 
son’s life? 

Dr. Martin. That is correct. 

Mr. Harris. Now, within your own group then when these highly 
important matters of approach are brought to your attention there 
are differences of opinion; is that not true? 

Dr. Martin. There is bound to be. 
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Mr. Harris. Now, in the report referred to a moment ago, did I 
understand you to say that, that is, the organization which you repre- 
sent, the board of directors and officers and the house of delegates in 
taking its action regarding the President’s report, that you were not 
condemning all of the report, but just the impheation involved, which 
in your mind led to what you believe would be socialized medicine ¢ 

Dr. Martin. No; we made no statement of that kind with reference 
to the President’s statement, if you are talking about Mr. Eisenhower. 

Mr. Harris. I am talking about President Truman’s Commission. 

Dr. Martin. You are referring to the Magnuson report. 

Mr. Harris. Yes. 

The Cuarrman. Will the gentleman yield? 

Mr. Harris. Yes. 

The Cuarrman. I might say I did not get the impression or the 
implication that Mr. Heselton had any idea whatsoever that your 
statement here today referred to President Eisenhower’s message. 
I had the impression your statement here today referred to the many 
proposals that were submitted to this committee in these hearings over 
these past several months. 

Dr. Martin. That is correct. 

Mr. Hesetton. Mr. Chairman. 

The Cuarrman. Mr. Heselton. 

Mr. Heseuron. May I interrupt for the purpose of clearing the 
record ? 

The Cuatrman. Mr. Heselton. 

Mr. Hesexron. If I created any such impression, I want to correct 
it. Isimply want to make it clear in the record that the formal state- 
ment was not addressed to any recommendation of President Eisen- 
hower. I want to have that straight for the record. 

Mr. Harris. Well, the gentleman in asking about it asked it in a 
way which indicated that he certainly had a feeling that it might 
apply to it, but if I am mistaken, of course, as to the gentleman’s 
position, I will correct it. 

I will say for my own viewpoint that I had no idea; got no im- 
pression whatsoever that your remarks had any relationship to the 
President’s speech at all; what you were saying here. 

Dr. Martin. That is right. 

Mr. Harrs. What you are saying here in that statement is applied 
to these many plans that have been submitted to us. 

Dr. Martin. Yes, sir. 

Mr. Harris. Even those who were submitting them had differences 
of opinion, because some of them I listened to gave me the impression 
that they were in direct conflict with each other, as to the problems 
that they were discussing and the solutions offered. 

Dr. Martin. Yes. 

Mr. Harris. Which, of course, is another example of the highly 
competitive situation that exists in the problems we have. 

Dr. Martin. That is correct. 

Mr. Harris. I believe that is all, Mr. Chairman. 

Mr. Petry. Mr. Chairman. 

The Cuatrman. Mr. Pelly. 

Mr. Peuiy. Mr. Ghainziian, I think I would like to address myself 
to the members of the committee for the moment, because yesterday 
afternoon we had hearings in the committee, at which time there was 
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business on the floor, and many of our members were out of the com- 
mittee and were not able to be present. Therefore, I think that I 
would like to mention that we had the testimony of Harold Gibbons. 
president of the Labor Health Institute, St. Louis, Mo., who outlined 
to us a health program sponsored by the unions which is comprehen- 
sive in scope and takes care of catastrophic illness; has the full coop- 
eration and blessing of the Medical Association and profession, and 
I think it would be well for those members who could not be in at- 
tendance to review that testimony, which, to me, was very helpful; 
in fact, an inspiring bit of testimony, which otherwise I think you 
might not read. 

The CxHarmman. I would like to say to the gentleman that the 
testimony to which he refers was put into the appendix of the Con- 
gressional Record, under the extension of remarks which I made. 

It has been my practice during these hearings to place in the ap- 
pendix of the Record each day a résumé or a complete statement, if 
space permitted, of the witnesses in order that the individuals who are 
not able to attend the hearings of this committee will be fully advised 
as to the testimony that is being placed before this committee, and that 
applies, of course, in the hopes that the doctors of the Nation will be 
able to understand just as accurately as this committee, the testimony 
that is being placed before us. 

Mr. Cartyte. Mr. Chairman. 

The CHarman. Mr. Carlyle. 

Mr. Cartyte. Dr. Martin, your statement has been very helpful to 
me. Nothing that you have said has had any tendency to cause any 
confusion in my thinking. 

I gathered that the main burden of your statement was to show us 
the dangers that could lead us into the realm of socialism, if we em- 
barked on that road. 

Now, my question is this. In order for a medical program to get 
into what we would call the realm of socialized medicine, would it be 
necessary for the Federal Government to make a financial contribu- 
tion to that program ? 

Dr. Martrn. Not necessarily. For the overall program it would. 

Mr. Cartyte. Well, I am speaking of the socialized program for 
the country. 

Dr. Martin. I think it would, in that connection; yes. 

Mr. Cartyte. Now, in order for you to help me in getting a clear 
vision, how could we adopt a program of socialized medicine in this 
country without any Federal financial contribution ? 

Mr. Martin. You cannot. 

Mr. Cartytr. That would be necessary, would it not? 

Dr. Marttn. Yes, sir. 

Mr. Cartyte. Now, the Federal Government can make a financial 
contribution to a general health and medical program without it 
getting into the field of socialized medicine, can it not? 

Dr. Martin. Yes, sir. I think this Hill-Burton program has been 
excellent and has been supported by the Federal, by the State, by the 
communities, and under proper control has made it a very effective 
means of promoting health and has no socialistic implications. 

Mr. Cartytr. I wish to repeat, Doctor, I really appreciate your 
statements. They have been forthright; they have been helpful to me 
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and I certainly join with you in the hope that we will never embark 
upon any program that will lead us even into the twilight zone of 
socialized medicine. 

That is all, Mr. Chairman. 

Dr. Martin. Thank you. 

Mr. Busu. Mr. Chairman. 

The Cuarrman. Mr. Bush. 

Mr. Busu. Doctor, during the hearings before this committee sev- 
eral witnesses have made mention of State laws that make it prac- 
tically impossible for a group of physicians to set up a prepayment 
program unless a large percentage of the physicians in the community 
are able to participate in it. I understand that this makes it prac- 
tically impossible for us to have a group-practice clinic. 

I recognize that this is a matter for State action, but I would like 
to know what the present attitude of the American Medical Associa- 
tion is on such legislation. Are you encouraging the State societies to 
do, as few State societies have done, such as Wisconsin and a few 
others, to work for a repeal of this type of legislation 

Dr. Martin. As far as I know, there is no State legislation that 
prevents the establishment of a group-practice program but there 
are laws in many States that prohibit the corporate practice of med- 
icine; practice of medicine by corporations. 

Now, this refers to two very different things. When you talk about 
group practice, you have to define what type of group practice you are 
talking about. 

Now, the Mayo Clinic started out as a group practice, and still is 
continuing its practice under that type of thing, and there are hun- 
dreds of groups all over the country, and in every State in the Union 
which carry on group practice; but where we get into difficulty and 
have difficulties and differences of opinion is what kind of a group it 
is and whether the group promotes the medicine as its primary ob- 
jective or whether it is tied up with corporate medicine. 

Now, that cannot be answered simply yes or no. 

Dr. Bauer. I think that is what Mr. Bush may have had in mind 
as to group practice. When this volunteer-insurance program was 
first initiated there were many States that had laws preventing in- 
corporation or setting up of nonprofit insurance organizations. 

Mr. Busu. That is correct. 

Dr. Baver. And we have been very anxious to see all of those elimi- 
nated. In fact, I think in most States now they have been eliminated. 
I know in my own State they had to have an amendment to the in- 
surance law in order to permit the setting up of organizations like the 
Blue Shield, and that was true in many States, that the laws at the 
time this thing was started did not permit the incorporation of organ- 
izations like the Blue Shield, but that has been largely eliminated, ‘and 
I do not know now that there are, or did not know that there were any 
States left where it was not possible, because I think that the Blue 
Shield is operating in practically every State. 

Mr. Busu. According to some of the testimony, some of the testi- 
mony given here, that law does exist in some States. 

Dr. Bauer. We certainly would, or I would agree to that type of 
law, that it should be enacted. 

Dr. Martin. There is no ae about that. I thought you were 
referring to an entirely different matter. For instance, as to the 
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enabling act that would enable the Blue Shield to operate, I am sure 
that those laws have been passed in every State. Certainly there is 
no objection on the part of any medical group to those enabling acts; 
never has been. 

Mr. Busu. And you do not object, your organization, does not ob- 
ject to setting up these group-practice clinics. 

You rather favor them if they are on a sound basis. You rather 
favor them if they are on a sound basis; that is, the question of 
whether the group-practice or private-individual practice is better or 
worse depends on local conditions and local situations. 

Dr. Martin. Very often—and there are many groups practicing 
medicine in this country now—I think where the difference of opinion 
comes up is in reference to how certain groups are set up and in refer- 
ence to whether they are engaged in corporate practice of medicine or 
whether they are engaged in other types of practice. There are many 
States that have laws forbidding the corporate practice of medicine. 

Mr. Bus. You are familiar with the Lahey Clinic? 

Dr. Martin. Yes, sir. 

Mr. Busu. That started out as a group-practice clinic? 

Dr. Martin. That is a very fine example of a very good group. 

Mr. Busu. And they have done a splendid job, have they not? 

Dr. Martin. Yes. 

Mr. Busu. The Mayo Clinic is the same type? 

Dr. Martin. The same type. 

Mr. Busu. I appreciate the Lahey Clinic, because I happen to have 
needed the use of it, and I think that clinics of that kind can be very 
useful to the people of our country in some of the serious illnesses, be- 
cause of the specialization that they give attention to and the attention 
that they give to you. 

Dr. Martin. Incidentally, Dr. Lahey was a former president of the 
American Medical Association. 

He was president 12 or 15 years ago. 

Mr. Busu. He is the doctor who performed my operation, so I 
have got a lot of respect for him. 

Dr. Baver. Both of the Mayos were also presidents of the American 
Medical Association. 

The CuarrMan. Will the gentleman yield to me for a minute? 

Mr. Busu. Yes. 

The Cuarrman. I am in full accord with what you said as to the 
fine quality of services rendered by the Mayo Clinic. 

Would it be objectionable if they were to have a prepayment plan 
connected with it? 

Dr. Martin. They are not properly organized. I keep repeating 
this same thing, Mr. Chairman. That is a broad general situation 
applying, and that cannot be answered yes or no. It is a matter 
of organization in detail. 

The Cuarrman. I know what the organization of the Mayo Clinic 
is. You know what it is. 

Dr. Martin. I know. 

The CHarrmMan. You have already said that it was an excellent 
clinic, very properly so. 

All I am saying is, assuming that it is just what it is today, would 
there be any objection on the part of the American Medical Association 
if it should incorporate a prepayment plan in connection with it? 
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Dr. Marttn. I repeat my answer, and it does not refer to the Mayo 
Clinic, but it refers to how the plan is set up. 

The Cuarrman. I am talking about the prepayment plan. You 
know what I mean. 

Dr. Martin. There are many different kinds. 

The Cuatrman. I was not discussing what a prepayment plan was. 

Dr. Martin. Some are good and some are not so good. It is a 
matter of individualization. 

The Cuarrman. Just a minute. You have referred to—pardon me 
for a moment. You have referred to the Blue Cross and the Blue 
Shield as being appropriate. They have prepayment plans, do they 
not? 

Dr. Martin. Yes. 

The CuHarrMan. Would the same thing be adaptable or would it be 
objectionable if it were in connection with the Mayo Clinic? 

Dr. Martin. Well, take there, for example, we have in my city a 
Blue Cross plan. It is organized by all of the hospitals. Any pa- 
tient under that plan has a free choice of hospitals. They have a free 
choice of doctors. That is a good plan. It is a plan that is wide 
open for the entire number of subscribers to have a complete freedom 
of choice of hospitals. 

If the plan observes certain basic features, that provides for those 
things, we have no objection tothem. If they are set up in a way that 
restricts a choice of physicians or restricts the hospital that a patient 
should go to they may be bad, and you cannot answer that question 
categorically. I do not know. 

The Cuarrman. I wish we could get some important questions an- 
swered categorically. 

Dr. Bauer. Mr. Chairman, I am quite sure any prepayment plan 
that the Mayo Clinic would set up would prove satiabactany, but I 
do not see how the Mayo Clinic could set up a prepayment plan for 
itself, because its patients come from all over the United States. 

The Cuarrman. That is right. 

Now, suppose they had a plan and I wished to join it, or anybody 
else wished to, by a payment of any yearly fee that would entitle us 
to the facilities of the Mayo Clinic, would that be objectionable ? 

Dr. Martin. I beg your pardon. 

The CuamrMan. I say, would that be objectionable? 

Dr. Martrn. In principle I do not see where it would be, but I do 
not see how it would be practicable, because a person would have to 
have insurance that would also take in the Mayo Clinic, in that case. 
In many instances they might not want to do that at the Mayo Clinic. 
What would be more satisfactory I think for the Mayo Clinic, would 
be for the Mayo Clinic to accept the various plans which have been set 
up and admit people from those plans into the Mayo Clinic for treat- 
ment. 

The Cuarrman. If I were not satisfied with the Mayo Clinic, I 
would not have to join the prepayment plan. 

Dr. Martin. That is true. 

The Cuarrman. So, that would be my choice. I could still continue 
to utilize the services of the local physician. So, it is a question of 
choice in my opinion and the question of choice is one of the individual, 
and one he makes as to whether he will join a prepayment plan or 
whether he will stay out. 
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Dr. Bauer. That is true. 

Dr. Martin. Mr. Chairman, the situation with the Blue Cross is 
this, that they have a bank, a central bank. The patient has insur- 
ance in the Norfolk Blue Cross, and goes to Boston and gets sick, and 
he goes to the hospital there. He is paid for in that hospital out of 
the bank, and paid for according to the benefits that he has under the 
Norfolk plan. So, there is a chance all over the country though that 
central pool or bank that will enable the people to take advantage of 
the services in the different parts of the country, if they have occasion 
to use them. 

The CHatrmMan. It is my intention, as the opportunity comes to me, 
to ask additional questions. 

Mr. Williams, you wanted to ask some questions? 

Mr. WituiaMs. Yes, Mr. Chairman. 

The Cuarrman. You may proceed. 

Mr. Wiviiams. Mr. Chairman, is it the intention of the Chair to 
have these gentlemen back before the committee to continue these 
hearings ? 

The Cuatrman. I would like to ask, will it be convenient for these 
witnesses to be here tomorrow morning at 10 o’clock. 

Dr. Martin. Tomorrow morning I will be in Washington, but I 
will have another hearing to attend tomorrow morning in the Defense 
Department. 

The CuarrMan. We reserved 2 days for the American Medical Asso- 
ciation, and if you can observe from the interest that has been taken 
by the members who are present today that there are many questions 
in their minds that we would like for the American Medical Associa- 
tion to answer—as many of them categorically as they can—but in any 
event to have the very best information that we can obtain from 
organizations such as yours. 

Now, if you cannot avail yourself of the opportunity to be present 
when the committee has set apart that time, I do not know what we 
are going to be able to do. 

I have numerous questions that I want to ask in connection with this 
program, 

Dr. Martry. Mr. Chairman, if the committee desires us to be here, 
we will be here. 

The CuHatrman. I beg your pardon? 

Dr. Martin. If the committee desires our presence we will be here. 

The Cuairman. I think it is almost a Hobson’s choice. We have no 
other alternative and we are anxious, as I think you can see, that what- 
ever the American Medical Association or any of its officials say stirs 
up interest on the part of the committee and when the committee 
wishes to examine a witness, it should be taken as a compliment, be- 
cause if the committee members do not think that what the witness is 
talking about is important, they do not ask any questions. So, the 
more questions are asked, the more complimentary it is to the witness. 

Dr. Martin. We are very appreciative of the opportunity, Mr. 
Chairman, and we will cooperate with you to the utmost. At the mo- 
ment when we came down, I did not know that certainly we would be 
here 2 days; but we will be here tomorrow morning at 10 o’clock, if 
the committee desires. 

The Cuatrman. I appreciate that, and I regret exceedingly that it is 
inconvenient for you doctors, or any of the other witnesses. 
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Now, if I can find any other alternative, I would be awfully glad to 
offer it to you, but we wish to bring these hearings to a conclusion 
within the next week, in order that we might turn our attention to the 
type of legislation needed, and I for one, as chairman of this commit 
tee, would not want to see our committee go into a consideration of any 
type of legislation without having the fullest possible information 
that the American Medical Association can give us. 

We are anxious to do antatatai that will be —— while and we 
are hopeful, since you folks are here, particularly, that we will be able 
to do something worth while and avoid these apdideeil features 
that are emph: asized as being in opposition to the viewpoint of your 
organization. 

I have made a very wide study of this subject, if you will pardon any 
reference to myself. After we held our hearings in October, three of 
us made a trip that was for the purpose of ascertaining firsthand all 
of the information that we could obtain with reference to every kind of 
medical program that is in existence. Naturally that took us to Eng- 
land, Sweden: took us to France, and many other countries including 
Australia and New Zealand. We learned an awful lot in talking 
with the doctors themselves in the several countries, and we have had 
pitfalls poin te re out to us that we wish to avoid; and when we feel that 
your organization with its widespread membership in this country 
and its unquestioned interest in the subject can be of tremendous help 
to us in whatever we do for the benefit of the people of the country, 


and wh atever we do will be along those lines : and we hop that they 
can be supported by those who be we: ve in our system of government, 
without doing violence to it. But, we are ver) anxious to find a plan 


that will make available to our peop! le the fine services that we know 
you doctors can render and to bring it to use of as many persons as 
it is possib le for us to bring it to. That is our objective. And, I do 
not think you have to apologize to anyone for having that desire. 

Dr. Martin. Mr. Chairman, we agree entirely that the purpose you 
have before this committee is of prim: ry importance and we are very 
appreciative of the opportunity given us to come here and discuss 
these matters with you; and we will stay here as long as you want us, 
and give any other ‘contribution that you would like for us to give. 

The Cuamman. I appreciate that, and I am sure that the members 
of the committee do. 1 would like. if it is poss ible, if you are not able 
to do it personally, for you to have someone in your organization, to 
go over the transcripts. I think the transcripts are still with us in 
the committee and they will be made available to you. I would like 
for you to look over the testimony that was given here by Dr. Loos and 
by Dr. Lea, and Mr. Kaiser, and Dr. Clark, from Boston, and I would 
like for you particularly to look at the testimony that has been given 
about plans that are in operation, including the one in New York; 
including the one we were told about yeste rds iy in St. Louis. There 
is a tremendous amount of interest in these different plans of the labor 
unions, and so forth. 

I wish you would study those plans, as the committee has them, so 
that you could make some very Ne finite comments. If you have ob- 
jections to them, and feel that they do depart—which I do not think 
they do—from what is our American system of government, it would 
be helpful if you can point that out to us. Maybe you will not have 
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that opportunity, but if you can do so, that would be helpful to us, 
if we can have a reference to them, rather than a statement, “I am not 
familiar with those.” 

Dr. Martin. Can we obtain those transcripts now ? 

The CuHarrman. Yes, I think so. Are they available, Mr. Clerk? 

The Cuerk. Yes, sir. 

The Cuatrman. Mr. Williams. 

Mr. Wixuiams. Mr. Chairman, my purpose in asking the question I 
did a moment ago is I have in mind at least two aspects of this problem 
that, so far as I know, have not yet been looked into. I am sure the 
questions I shall ask will probably set off a series of question requiring 
some time to have answered, and possibly would provoke questions 
among other members of the committee. 

In view of the time, which is 5 minutes to 1 and the fact that the 
House is in session, I thought perhaps, if the witnesses were coming 
back before the committee, it would be best if I ask the chairman to 
defer my questions until tomorrow. 

The Cuarrman. Mr. Williams, the witnesses have indicated their 
willingness to come back tomorrow morning and you will be the first 
member of the committee to be recognized, and I hope that there will 
be a sufficient number present that they may have the benefit of the 
questions and answers that will be given. 

Mr. Youncer. Mr. Chairman. 

The Cuarrman. Mr. Younger. 

Mr. Youncer. May I ask one question. if we meet tomorrow, are you 
going to start where we left off today or start at the top of the ladder 
again ¢ 

The Cuatrrman. We will start where we left off. 

I realize that it is very unfair to the members of the committee that 
recognition is according to seniority in order of asking questions, but 
as to seniority, while I do not always defend it, it has become a part of 
the practice in the Congress and I frequently feel that it would be much 
more helpful, and I am inclined to think sometimes, that it would be 
well to start at the bottom of the committee and come up to the chair- 
man rather than starting at the top and going down. 

So, you may be assured that tomorrow we will start where we have 
left off today. Recognition will be given those who attended today. 

Mr. Youneer. Thank you, Mr. Chairman. 

The Cuamman. The committee will stand in adjournment until 
10 o’clock tomorrow morning. 

(Thereupon, at 1:01 p. m., the committee adjourned to meet at 10 
a. m. the following morning, Friday January 29, 1954.) 








HEALTH INQUIRY (VOLUNTARY HEALTH INSURANCE) 


FRIDAY, JANUARY 29, 1954 


House or RepresentTATIveEs, 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met at 10:05 a. m., pursuant to adjournment, in 
room 1334, New House Office Building, Hon. Charles A. Wolverton 
(chairman) presiding. 

The Cuairman. The committee will come to order. 

Dr. Martin, will you resume the stand. Mr. Williams, you may 
proceed with your questioning. 


STATEMENTS OF DR. WALTER B. MARTIN, PRESIDENT-ELECT, 
AMERICAN MEDICAL ASSOCIATION; DR. LOUIS H. BAUER, IM- 
MEDIATE PAST PRESIDENT, AMERICAN MEDICAL ASSOCIATION, 
AND SECRETARY-GENERAL OF THE WORLD MEDICAL ASSOCIA- 
TION; DR. DAVID B. ALLMAN, BOARD OF TRUSTEES, AMERICAN 
MEDICAL ASSOCIATION ; AND GEORGE COOLEY, ASSOCIATE SECRE- 
TARY OF THE COUNCIL ON MEDICAL SERVICE, AMERICAN 
MEDICAL ASSOCIATION—Resumed 


Mr. Wiuu1ams. Dr. Martin, like others yesterday, I want to con- 
gratulate you on the splendid statement you made to this committee 
and to thank you for the information you gave us. 

I think the American Medical Association probably is more in- 
tensely aware of the problem that faces the public than the public 
itself; that is, the availability and the high cost of medical care. 

In your statement—on page 4—you stated that we had a doctor, or 
practicing physician, for approximately every 1,000 people in the 
country. Can you tell me, Doctor, if you have the figures, how 
many of those practicing physicians are engaged in the general 
practice of medicine and what percentage of them are specialists? 

Dr. Martin. At the present time, there are around 48,000 to 50,000 
board-certified specialists. Now, there are a number of others who 
have a selective practice. They like to work in one particular field, 
but that is the number of certified specialists. 

Mr. Wuu1ams. Doctor, the figure of 1 to 1,000, which would indi- 
cate that there is 1 doctor available for every 1,000 people would, 
in my opinion, be a little misleading, would you not think—in the 
sense that medical care is available on the ratio of 1 doctor for every 
1,000 people? This is what I am leading up to: To what extent; if 
any, would you say that specialization decreases cOmpetition among 
practicing physicians ? 
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Dr. Martin. Among the general practitioners, or among doctors 
in general ? 

Mr. Wiixi1ams. Among doctors in general. 

Dr. Martin. I think the more good doctors you have in an area 
up to a certain limit the better medicine is practised and the greater 
the competition to do good work. Good men breed other good men. 

Mr. Wiiu1aMs. That is very true, but I think it has been shown 
by these hearings, that there is a shortage of doctors throughout the 
country; that the field of medicine or the practice of medicine has 
eased to become a highly competitive field. I know of no doctors 
who are wanting for business. 

Are you familiar with the medical scholarship loan program of 
the State of Mississippi ¢ 

Dr. Martin. Yes, sir. 

Mr. Witi1aMs. That program has been highly successful, hasn’t it? 

Dr. Martin. It is my understanding it has been, and I think that 
Mississippi led in that field to a considerable extent and leads now in 
the number of scholarships they offer. There are a number of other 
States that have scholarship plans, and I have here—and I should 
introduce this in the record, if you wish it—-a list of these States and 
the way the plans are set up 

Mr. Wituiams. Doctor, I am not sure that insurance is going to 
meet the problem that we are facing, that is, Government insurance 
of any kind. Iam not sure that we would be striking at the cause of 
the problem through insurance; rather, we would be striking at the 
effects. I am wondering what you might think about a program 
whereby the Federal Government would appropriate, jointly with 
the States, funds to be made available on a loan basis to medical stu- 
dents, in return for which the student contract with the State to prac- 
tice in an area where there is a shortage of doctors. Generally, I 
think that you will find those areas to be small communities. The 
student would agree—as a condition for obtaining the loan, to do 
general practice in Such an area for a specified time after graduating. 

Dr. Martin. I believe that is the basis on which most of these plans 
are set up, the Mississippi plan or the plan in my State, where there 
are 25 scholarships, and part of them to white and part of them to 
colored. They contract to go into a certain community and that is 
decided by a board headed by the commissioner of health. There is 
a release clause in that which permits the faculty, if a man displays 
unusual talent in some particular field, to release him on return of 
the money that the State has granted him. 

I think that that is a desirable feature because you do not know, or 
a man may not know, his capabilities at the time he starts studying. 
Now. the amount of money involved is not very great per student, and 
whether it is desirable to have the Federal Government come into that 
picture I think would depend upon whether they would release funds 
unrestricted so that the determination of the contract between the 
State and the student. would be entirely a State matter. 

If it is going to involve any degree of Federal participation in the 
administration of it, I would not be in favor of it. If it is just a 
straight gift and certain States need it and cannot afford to put up 
the funds for that particular purpose, we would probably have no 
objection. We have not felt in my State that we needed Federal 
funds for that particular purpose. 
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Mr. Wiu1ams. Any such program, I agree, should be administered 
sole ly by the State. 

Dr. Martin. That is correct. 

Mr. Witztiams. Would you feel that such a program might be desir 
able if administered by the States under those circumstances 

Dr. Martin. I think that program is very desirable because it fur 
nishes a means not only of helping worthy students who are in need, 
and often they are rural boys who are well suited to go back to small 
towns and rural areas. It would help them but it would also provide 
a means of filling in some of the blank spots in the distribution of 
doctors in the rural and small-town areas. 

Mr. Wituiams, I think it is pretty generally agreed among mem 
bers of the committee that the cost of medical care is entire ly too high. 
Without attempting to put the blame for that on anybody or any 
profession if it is too high would you not say that, li ke everythin ng 
else, it would be due to the fact that the supply of available medica 
care is not sufficient to meet the demand ? 

Dr. Martin. That the supply is not sufficient? I do not think that 
that is the reason. 

Mr. Witui1aMs. In the final analysis, isn’t it true that the problem 
could only be solved finally by training more and more doctors to 
make the field more and more competitive ? 

Dr. Martin. No, I don’t think that that is the answer to it, Mr. 
Congressman. Now, the big increase in the cost of medical care has 
been in the hospital field. The hospitals make no profit. Actually, 
the overall picture in the United States of the hospitals is a definit 
deficit at the present time. 

Now, they have gone up because of the increased cost of labor and 
the increased cost of food and the fact that they have had to purchase 
additional equipment with the development of medicine. There are 
more and more things added to hospital service. So, the big increase 
in the cost of medical care has gone up in the hospital and there is no 
profit factor in that at all. As far as the doctors are concerned, the 
doctors share the medical dollar and their share has gone down from 
about 31 cents out of the dollar to something like 26 cents out of the 
dollar, and so I don’t believe the competitive factor would necessarily 
have any effect on the cost of medical care. 

Actually, as I pointed out yesterday in our report, the cost of medi 
cal care has not gone up anything like the proportion of the general 
index of the cost of living. 

Mr. WituraMs. I think we have a twofold problem, and I am sure 
you will agree on that. When I refer to “medical care,” I am includ 
ing hospital costs and medicine, as well as fees. I think that we have 
a twofold problem : One, of course, the cost of medical care; and, two, 
the availability of doctors. 

Dr. Martin. Yes; that is right. 

Mr. Wuu1aMs. Now, in Mississippi, we found that our greatest 
need was for more general practitioners in country areas. We realized 
most of the young ‘fellows that would finish medical school would de 
sire to specit alize ‘and move to the cities, where they can keep regular 
office hours, rather than to go out in the country where they would 
have to make house calls, and be awakened any number of times during 
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the night. Naturally, the type of practice that a man has to do in the 
country, general practice, having to work in homes and without 
facilities and equipment and so forth, does not appeal to most of the 
students. 

They want to work in the city where they have all of the facilities. 
That is understandable. Therefore, I am inclined to think that these 
students should be encouraged to go into that kind of practice. That 
is where we need them most. Do you not think that the program I 
mentioned a few minutes ago might encourage young doctors to go 
out into the country? 

Dr. Marry. I think that is true, and I would like to say that I 
think your general statement is correct, that there is a need in the rural 
areas for doctors. We recognize that problem and we have our na- 
tional program on placement service operated by the AMA and a 
number of State programs, as I pointed out yesterday, that I think 
there are about 32 or 33 States operating placement programs. 

There are particular rural States like Mississippi, Virginia, Kansas, 
and States that have the rural problem. It is not so much of a prob- 
lem in industrial States like Connecticut and Rhode Island. 

Now, those placement services have two sides to the problem. The 
community has to do something about it, too, and I can speak with 
some knowledge of our own State program. They send men out to 
these communities and talk with the people in the communities and 
get them to do certain things themselves to make their community 
attractive for doctors. 

It is a two-way street and it has been very successful in getting more 
men into these areas. Now, that combined with your other sugges- 
tion about the scholarships is being done, also, in a good many States, 
as shown by this chart, and I think that is filling that need extremely 
well. That is particularly true with the development of facilities 
under the Hill-Burton Act, where these men have access to hospitals 
for their patients and access to X-ray and laboratory facilities. And 
with the development of good roads, the transportation problem 
either for the doctor or for the patient has been greatly decreased. 
So that the problem is improving. 

Now, there are some areas where a shortage still exists but I think 
that problem is being met to a very considerable extent through such 
efforts as in the program in Mississippi. 

Mr. WituiaMs. I believe that is all. 

Dr. Martin. Then there is one other thing. This question has been 
agitated for some time. At the present time, there is a greater trend 
to a man going into general practice now than there was a few years 
back, so that the number of general practitioners will probably in- 
crease for a period of time. I think that the specialist field is getting 
a little saturated. 

Dr. Bauer. I think Mr. Williams would be interested in the fact 
that the house of delegates of the American Medical Association has 
recognized this problem and has appointed a committee to confer with 
the advisory board of medical specialists to see what can be done 
to increase the flow of general practitioners and decrease the flow of 
specialists. 

Mr. Wiuu1aMs. Then the American Medical Association is engaged 
in a campaign to discourage overspecialization, or rather to encourage 
general practitioners? 
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Dr. Baver. The problem has been recognized and studies are under- 
Way now to see what can be done. 

Dr. Atpman, If I may say a word to confirm what Mr. Bauer has 
said, and I happen to be on that committee, we have had several meet 
ings and we are well along the road to seeing even if a man does want 
to specialize that he must devote a certain number of years to the 
general practice of medicine prior to that time. This will w \ques- 
tionably change the ratio of specialists to general practitioners in 
favor of the general practitioner. 

Dr. Marttn. I have here a statement of the numbers, if you care to 
have it, Mr. Congressman. 

Mr. WituiaMs. I would like to have it; yes, will you put it in the 
record ¢ 

(The document is as follows :) 


Physicians in the United States and dependencies 


Total physicians_____-_- oe . ‘ anaes -. 202, 683 
General practice ‘ a aaeteiodia . yon hey 73, 724 
Practice limited to a specialty__- ? siapnaten . oe ..- 55,298 
Special attention to a specialty_—- eile cai a ons ade 

Not in private practice lait sehen diea siete aN a aan 6, 716 
Retired or not in practice__._.______- * Soceiipeenen aie 5 hae 9, 732 
pc ae eS Ee vind deletes wed | 2aSte 
Government services__...-..-.----- Goda cbictichessil ise oon ii ebieds 4, 504 


Mr. Wiiu1aMs. I have one more question, Doe ‘tor. 

You said that the American Medical Association is encouraging 
young fellows to go into general practice rather than to specialize. 
Is that an indication that the AMA recognizes that specialization 
might be one of the factors which has brought on all of the agitation 
for socialized medicine ? 

Dr. Martin. No; I would not say that. I think that there ought to 
be a proper balance between the number of specialists. We need 
specialists just as much as we do general practitioners, if you are going 
to have good medicine. 

Mr. Wu1aMs. Do you not think there is presently an imbalance ? 

Dr. Martti. There is, I think not only ourselves but men informed 
about medical matters, a feeling that there probably has become an 
imbalance at the present time and that is the reason that we feel 
it is desirable to increase the number of general practitioners, or at 
least make an adjustment of the ratio. 

Mr. WuuiaMs. I have noticed that I can call my family doctor 
down to my house, and it will cost only $3 or $4. I can go to a spe- 
cialist in a city for the very same ailment and my visit to his office 
will cost me $8 or $10. I think that factor in itself is one thing that 
is causing quite a number of people to agitate for some type of Gov- 
ernment medical insurance, even to the extent, in some parts of ad- 
vocating socialized medicine. 

Dr. Martin. I would like to say this: I think a patient ought to go 
to his general practitioner and then only to the specialist if the gen- 
eral practitioner feels he has a problem that requires special attention. 
Now, a great many people make the mistake of shopping around 
among different specialists themselves without any good way of 
knowing whether they need a specialist or not. So, they bring a good 
deal of that on themselves just by using poor judgment. 

Mr. Wiu1aMs. That is very true. 
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Dr. Martin. There is no substitute for good judgment. 

The CuarrmMan. Mr. Younger. 

Mr. Youncer. Dr. Martin, to clear up a few things but because I 
am on the last of the totem pole I want you to know that my apprecia- 
tion of your contribution to our hearings here is no less appreciated 
onmy part. You mentioned about the increase in the number of deaths 
due to heart diseases, for example. You used that as illustrative of 
good medical practice. I take it that you mean that if I had pneu- 
monia 15 years ago, I probably would have died of pneumonia and 
my death would have been listed as from pneumonia. Now, I probably 
would be cured and live to a ripe old age, and then I would get some 
degenerative disease and then probably my death would be listed as 
heart disease. 

Dr. Martin. That is right. 

Mr. Youncer. That is correct, is it not ? 

Dr. Martin. Yes. 

Mr. Youncer. Now, is there an increase in the deaths due to heart 
disease among the popul: ation below 55? 

Dr. Marrrn. I don’t believe there is, except possibly to the extent 
that high-tension living, the pressure of modern life, may have some 
factor in producing hypertension and arteriosclerotic disease earlier. 

1 have no proof of that, but certainly you see it among people who 
are under high pressure and tension. That is possible. 

Except for that, there is no increase. There are other causes of 
heart trouble, like rheumatic fever which causes a form of heart 
trouble in the young. That has not been brought under control, and, 
probably, the rheumatic fever is a cause of considerable heart trouble 
among the young, but that is more or less static. More babies with 
congenital heart diseases are surviving childbirth so that the per- 
centage of people with congenital and hereditary heart diseases has 
probably increased. I have no exact figures on that. 

I know that there are certainly more of them surviving childbirth 
that used to die, either in childbirth or early in infancy. 

Mr.Youneer. But your general feeling and your experience would 
be that you would say that there are less deaths now under age 55 

caused by the heart diseases ? 

Dr. Martin. Less deaths, no; I don’t know that there are any less 
deaths under 55. I think it is probably more or less static. 

Mr. Youneer. It is about static? 

Dr. Martin. Yes. 

Mr. Youncrr. Now, on page 12 of your statement, down in the 
next to the last paragraph, I would like to have you expand that a 
little bit, especially the last two sentences where you say : 

A certain amount of medical care is an expectable item on any family budget, 
and for this reason the promotion of the benefits that are comprehensive is not 
sound because it is the need for protection against the financial impact of truly 
major sickness or injury that must be emphasized. 

What do you mean by that? 

Dr. Marry. I am not surprised that you asked me that. That 
sentence is a little obscure. What we mean by that is that the 
ordinary amount of illness, and so forth, does not exert a great 
impact on the family budget. A reasonable man anticipates there 
will be a certain amount of illness. 
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What we need protection against is the major illnesses that are to 
some extent unpredictable, as far as an individual is concerned, bui 
are predictable as far as a certainty of life is concerned. 

Now the insurance, the comprehensive insurance that is often used, 

I would interpret it, means insurance that protects even against 
the small bills. The reason it is bad is because it encourages abuse 
and misuse of it and makes it so much more expensive ‘rom the 
premium standpoint if they are included. That is the reason many 
insurance companies have a deductible feature in their automobile 
policies. They have a $25 or $50 deductible, and it is much cheaper 
than if you bought a comprehensive automobile policy. Very few 
people want a comprehensive policy because they are willi ing to pay 
a $25 bill to have their fender fixed rather than pay a much higher 
premium to have everything covered. If there are some items left 
that the individual takes care of himself, the small items that do 
not do him a great deal of financial injury, he is not hurt. But he 
is hurt if he has a bill of $500 or $1,000 or $3,000, or something that 
takes a real nick out of his pocketbook. 

Mr. Youncer. We are all agreed on that, and we understand that 
thoroughly, but when you start setting yourself up, or the AMA 
setting itself up, to determine whether a comprehensive plan is sound, 
that is the question I am raising. 

Dr. Marrin. The comprehensive plan can be perfectly sound. 

Mr. Younger. That is the point. 

Dr. Martin. But it raises the premium rate. 

Mr. Youncer. All right. 

Dr. Martin. But you price yourselves out of the market. 

Mr. Youncer. That is all right; but, if I want comprehensive 
insurance and I am willing to pay for it and the insurance company 
is willing to give it to me, the point that I am raising is, Why should 
you say it is not sound ? 

Dr. Marrry. Because we look at it from the social standpoint and 
not from the standpoint of an individual policy. There is nothing 
wrong about it. 

Mr. Youncer. That is all right if it is explained in that way, but 
the way you have it here in your statement sounds as though a compre- 
hensive plan would be discouraged by you. A person that did not 
want to sell that could go out and say, “Here is a statement by the 
president of the AMA who says that a comprehensive plan isn’t even 
sound.” 

Dr. Marrin. I think that is a poor choice of words that we used 
here. We did not mean it was not worth the money you pay for it 

Mr. Youncer. That is the idea. 

Dr. Martin. But that it is a poor general policy to adopt through- 
out the country. 

Mr. Youncer. If someone wants it, that is their business. 

Dr. Marrin. Certainly. 

Mr. YounGrr. You still believe in the free choice of people as to 
the type of policy that they want to buy ? 

Dr. Martin. Oh, yes; there was no intention of saying that a 
policy drawn that way was not sound. 

Mr. Youncer. You still believe in the free choice? 

Dr. Martty. The only time it becomes unsound is if a company 
made a mistake and sold so many of them that they went broke, 
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because an insurance company owes an obligation to all of their 
policyholders to keep their particular policy sound. 

Mr. Youncer. That is correct, but I just wanted to bring that out. 
I though this might be used against you sometime. 

Dr. Marri. I am glad that you brought that up because that was 
not what we meant. 

Mr. Youncer. Now I would like to delve into some other questions 
here that are a little confusing in my mind because of the previous 
testimony that has been given. 

Now, as I understand it, every physician and doctor is not neces- 
sarily on the staff of the hospital in the community or of every 
hospital in the community. 

Dr. Martin. Certainly they are not on every hospital staff. 

Mr. Youncer. Let us take this case: Let us take a hypothetical case 
which is perfectly possible in that I am a client and I know the head 
nurse of a certain hospital and my doctor tells me that I have to go toa 
hospital. I say, “I would like to go to the X hospital because I know 
the head nurse there and I know those people,” and my physician tells 
me, “You can’t go there, because I am not on their staff.” 

Is that a possible situation that might arise 

Dr. Martin. Certainly it would be possible in New York City, for 
example, and it is possible in any large city where there are a number 
of hospitals and the doctor would not - have time to attend to his duties 
and responsibilities as a staff member of 3, 4, 5, 6, or 50 hospitals. He 
would have to limit himself to one. 

Mr. Youncer. That would be a possible hypothetical case? 

Dr. Martin. Oh, yes. 

Mr. Youncer. In that case then I would not have a free choice of 
hospitals, would I? 

Dr. Martin. Yes; you would have a free choice of hospitals. 

Mr. Youncer. But not a free choice of physicians ? 

Dr. Marrix. You could not have a free choice of a physician in a 
hospital and at the same time choose to go to a hospital other than 
the one he was practicing in. 

Mr. Youncrr. Now, what I am trying to get at is that there are 

cases recognized by the AMA and the local medical groups which 
might arise where by their practice they would either deny me the 
free choice of my physician or of the hospital, one or the other. There 
are cases that might exist of that type. 

Dr. Marrix. That has nothing to do with AMA policies; it is just 
a physical fact. 

Mr. Youncer. That is right. 

Dr. Martin. That no doctor could be a member of the staff of every 
hospital in New York City, for example. 

Mr. Youncrr. Well, take the city of San Francisco, or out near 
where I live. 

Dr. Martin. The same thing would be true. 

Mr. Youncer. I do not live in San Francisco, but that is the nearest 
big city that we have. It would be possible to have a situation where 
the patient would be either denied the free choice of a hospital or the 
free choice of physicians, one or the other. That would be possible? 

Dr. Martin. If you want to put it that way; yes; that is perfectly 
possible. 
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Mr. Younger. That is possible? 

Dr. Martin. Yes. 

Mr. Youncer. Now, let us explore one of the other cases here of 
clinics—doctors who want to practice or a group of doctors who 
would like to go together and practice in a clinic. They are not 
practicing prepaid medicine, but they are practicing as a group. 
There may be 2, 3, or 4 specialists, and they get together i in a group. 
They would practice in this clinic. 

Now, as I understand it, that is perfectly within the practice and 
recognized procedure of the AMA and all of the medical associations ? 

Dr. Martin. Certainly it is. 

Mr. Youncer. Now if that same group went together and had a 
prepaid medical plan that they proposed for the community, would 
that be acceptable under the procedure of the AMA ? 

Dr. Martin. Up to that point, it would be. Yes. 

Mr. Youncer. Now do you think it is a function of the Govern- 
ment or a possible function of the Government that where you have 
those groups of doctors which wish to practice by either partne rship 
or other means, other than corporate, and knowing their difficulty in 
getting finances to erect a clinic, would it be perfectly all right for 
the Government to come in and say, “All right; we will insure the 
loan on that clinic,” so that the bank in the community might make 
the loan which otherwise the bank might not agree to make? 

Dr. Martin. I do not see any need for the Federal Government in 
that field. Now, just discussing here a few minutes ago with the 
Congressman from Mississippi we said we have enough specialists. If 
they want to form a group, it is not a tremendous difficulty for them 
todoit. If they are building a building for a clinic, it is not ‘impossible 
to get current local loans on it. I do not think that there is any need 
in that field for Federal financing. 

Mr. Youncer. We have testimony here in our State of California 
where any number of groups of doctors who want to go together and 
practice but have been unable to get finances to build their clinic. 

Dr. Martin. I suppose there are local conditions, perhaps, that pre- 

vail, but speaking by and large clinics have grown up and have been 
developed by private initiative and there has not been to my knowledge 
any great barrier in the development of specialization or group prac- 
tice in any widespread way. I certainly do not feel that that is one 
of the urgent problems of medicine that we establish more group 
practice. 

It has to be a natural growth to respond to the needs of certain 
communities. There may be individual cases where ambitious groups 
want to get ahead a little earlier and want to get financing, but Saaiiy 
they can finance those things on a community level. 

Mr. Youncer. I think it was Dr. Lee of Palo Alto, I am not sure 
now but one of the doctors from California, who told us that he knew 
of any number of groups in various communities in California that 

wanted to go together in group practice, but could not get the finances 
for the erection of the clinic which they would need for their offices. 
All I know is what they have told us. 

Dr. Martin. That might be true in individual cases, but I certainly 
don’t feel that that is any national need or would meet any national 
need. 
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Mr. Youneer. If the statistics, to put it another way, showed that 
there was a need for that aid over the country, by testimony before 
this committee, do you think that would be a proper governmental 
function, to guarantee those loans and make it possible 

Dr. Martin. Broadly speaking, I do not think that is a Federal 
function. 

Mr. Youneir. Now, let uy go to another thing. You are familiar 
with the California physicians and surgeons plan ? 

Dr. Martin. In a general way; yes. 

Mr. Youncer. I have been a member of that for a long time, and I 
have had occasion to use it. I think it is a very good plan. That plan 
issold. I mean they have booklets and I know in our own group when 
they came to us to get us to join the group they sent an individual 
and he explained the plan to our group in a very convincing and sell- 
ing way. 

Do you see any objection to the California physicians and surgeons 
selling their program to groups? 

Dr. Martin. The Blue Cross advertises and puts articles in the 
paper, indicating the value of it from a community standpoint and as 
long as an advertisement does not do anything except tell the facts 
that pe rti ain to a plan and what the advantages are, and what a man 
can purchase for a certain amount of money, there is no objection to it. 

The objections to advertising are claims of usual benefits or unusual 
skills. 

Mr. Youncer. But as long as they stay to the presentation of the 
facts of their group and what their group offers, there is no objection 
on the part of the AMA to that? 

Dr. Martin. I know of none. Do you know of any? 

D:. Bauer. No, in fact, I think all of these groups which are ap- 
proved like the California Physicians Service has as one of the re- 
quirements that their advertising should be ethical and their adver- 
tising would be approved. 

Mr. Youncer. Now, they have, as I recall in their rule, or rather 
in their program, a provision that 75 percent of the group must join 
before the plan is available to the entire group. Now, recognizing 
that, and they come into an office and 70 percent of the people signed 
up but they could not get 75 percent. ‘They would come to me, a mem- 
ber of the group, and the employees would say, “Here, we want you 
to come along here so we can get this pla in. You may not want it but 
you have your own vee ian and you can pay for your way and you 
are an individualist but we would like to have you come along and 
join with us because the firm is paying the cost so that we can all take 
advantage of it.” 

Then, in that case, if I joined them, I would be a captive patient, 
would I not? 

Dr. Martin. Why? 

Mr. Youncer. In joining in the group, would I be a captive pa- 
tient and is that not one of the features that the doctors object to, 
in some of these prepaid plans, that they are captive patients? 

Dr. Marriy. You would not be under any compulsion to use it, 
if you just wanted to be a good guy and join it so the others could 
get it, you could do it and go ahead and have your own doctor. You 
would not be captivated at all, but if you wanted to contribute to the 
public welfare by paying in a fee that is all right. 
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Dr. Baver. Furthermore, and in an organization like the Calli- 
fornia Physicians Service, you would have complete freedom of 
choice, and your own doctor would probably be a member of it. 

Mr. Youncer. There, again, I raise another point. 

There are certain fire and very individualistic physicians in Cali- 
fornia who are not members of the C. P. S. Now, if I wanted to 
join, and I might join it because I think there are some 9,000 mem 
bers and I might not look to see if my physician was on that list. 
Yet after joining I find that my physician is one of the 1 percent or 
2 percent that are not participating physicians, then I would not 
have free choice, would I? I would have to get out of the service 
in order to make use of my own physician, who was one of the old- 
time individualists. 

Dr. Bauer. Not necessarily, because as Dr. Martin said, you could 
still have your own physician, if you wanted him and not use that 
service. I am not sufficiently familiar with the California service 
to say whether it is true with that organization or not, but we have 
a somewhat similar organization in New York known as the United 
Medical Service in which if you are a member insured in that organ 
ization and you want me as your physician and I am not a member 
of United Medical Service, you can still have me and the United 
Medical Service will pay me just the same as it would pay one of 
its participating physicians. Whether that is true in California, I 
could not answer. 

Mr. Youncer. I could not advise on that either because I have 
never had that experience. My physicians are all participating 
members. 

Dr. Bauer. One of our staff says it is true of California, also. 

Mr. Youncer. [ imagine it is. But the point that seems important 
to me, from the testimony that we have heard, is that there is a 
certain condition of degree in this question of free choice. It is a 
good deal like murder; there is first degree and second degree and 
third degree murder, but it is all murder. There is first degree free 
choice and second degree free choice and third degree free choice. It 
is not a clear-cut free choice in the policy that has been laid down. 

Now, I think that our physicians in California have been very 
liberal. We have very little trouble out die re, either with the group 
plans or with their own plan. I think they have done a magnificent 
job in California in trying to bring medical care to the people at a 
reduced cost. But, I still believe that in the testimony that we have 
here before us, this question of a free choice of hospital or as a free 
choice of physician is not a clear-cut case. 

If my physician told me that I needed special care and he would 
advise that I go to Seripps (I pick on Scripps rather than ee ayo’s 
because Scripps is in California and we are very proud of it out 
there) and I go down to Scripps I have no choice of sliyhiciehe 
They put me through the routine. 

Dr. Bauer. You can refuse to go there and go somewhere else. 

Mr. Youncer. That is the point about the free choice. Now, I 
can refuse to join Permanente, but if I join Permanente, there is the 
choice, that I want the physicians in Permanente, of Dr. Lee’s phy- 
sicians ina group plan. I exercise that choice. I could either take my 
own physician or I can take the group. That is the point I am 
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trying to emphasize in the question of free choice. It is not clear 
to me that there is a demarcation actually in this argument to the 
free choice of physicians. 

Dr. Martin. I would like to read into the record the AMA’s state- 
ment on that in their code of ethics. This is section 4 of article 6, on 
page 23 of this book I have: 

Free choice of physicians is defined as that degree of freedom in choosing a 
physician which can be exercised under usual conditions of employment be- 
tween patient and physician. Interjection of a third party who has a valid 
interest or who intervenes between the physician and the patient does not, per 
se, cause a contract to be unethical. A third party has a valid interest when, 
by law or volition, the third party assumes legal responsibility and provides 
for the cost of medical care and indemnity for occupational disability. 

I think that that answers some of the questions that are worrying 
you. 

Mr. Younger. I am glad that you mentioned that and I think that is 
good to have in the record. There, again, it illustrates that it is not 
a black and white situation in choice. 

Dr. Bauer. To use your own illustration, there was one item in 
the case and that was justifiable homicide. Because there is justifi- 
able homicide does not permit people to go out and commit murder. 

Mr. Youncer. That is correct. 

Dr. Bauer. So the fact that there may be some limitations in some 
instances of free choice of physicians, does not mean that other 
people should not have it when they can have it. 

Mr. Youncer. That is right. It is, also, true that your local groups, 
as in other national organizations do not all follow exactly the tenets 
of the national organization. They may go beyond those. It is per- 
fect! possible that a county medical society, or a State medical society 
might take it upon themselves to pass on some of these situations 
locally. Is that true of your medical associations? 

Dr. Martin. It is quite true. I have here some of our literature, 
the voluntary prepayment medical plan benefits, which includes a list 
of all of the voluntary prepayment plans in this country. The only 
control that we have, if they submit their plan to our council on 
medical service and submit the data as to how it is financed and if 
we feel that it is a sound plan and not a wildcat plan and it is going 
to produce what it claims, that it is properly financed and it is prop- 
erly run from the medical standpoint and the quality of service that 
can be produced, is that we certify that plan and give them an emblem. 

Now, if they do not submit it or if they submit a plan that we think 
is unsound, we just do not give them the emblem. They are under 
no compulsion to submit their plans. That is all. 

I would like to introduce this into the record for the information 
of the committee before I leave. 

Mr. Youncer. I have one other question. 

The Cuairman. The request of the gentleman to have a certain 
matter inserted in the record, if I have an opportunity to look at it 
I will be in a position to pass on it, I will bring it to the attention of 
the committee as to whether it should or should not be included. 

Mr. Youncer. I have one other question, Doctor. 

In the testimony on the health plan of New York, a doctor told us 
that the medical society of Nassau County ruled out their physicians 
and said that they were not practicing medicine under the ethics at 
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least of that county. The other counties did not bother their physi- 
clans practicing in the same group but Nassau County did. The 
question is on appeal now, I think, to your house of de legates for final 
decision. That brought to my mind that probably some of the coun 
ties and some of the local societies might very probably differ and 
what they do is not necessarily a complete reflection of the opinion of 
the American Medical Society. 

Dr. Martin. Dr. Bauer can probably discuss that question better 
than I can, because he is more familiar with the local conditions there. 

Dr. Bauer. It happens I belong to the Nassau County Medical 
Society. So far as my knowledge goes, the Nassau County Medical 
Society never charges its members with being unethical. It disap- 
proved of this particular plan and recomme nded that its physicians 
not take part init. But it did not threaten them with any disciplinary 
measure if they did. That is the best of my knowledge on that. If 
anything further than that has been taken, it is without my knowledge. 

Mr. Youncer. As I recall the testimony, it was that if the doctors 
did participate in it they would be expelled from the county society, 
and that was why the decision is on appeal to your house of delegates. 
I may be wrong in the testimony, but it is in the record. 

Dr. Bauer. I might be wrong, too. If that action was taken, it 
was taken comparatively recently. That is true that if they did make 
such a decision, it could be appe: aled to the State and if the State con- 
curred with the county society, they could still appeal to the judicial 
council of the AMA. 

Mr. Youncer. It is also true that the action of some of these county 
societies does not necessarily reflect the opinion of the AMA? 

Dr. Baver. That is true. They are sometimes overruled when 
they go higher up. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. THornserry. Doctor, I have been very much interested in the 
answers you have given to Mr. Younger’s questions and I think they 
have been very pertinent to the inquiry we are making, particularly 
of some of the proposals that are going to come before the committee. 
As a matter of fact, I think that your answer on his hypothetical case 
about reinsurance of loans strikes at the very heart of the proposal 
that has been made on reinsurance. 

Did you not say yesterday that you and the board of trustees had not 
had an opportunity to study the details of the legislation which has 
been introduced to carry out the President’s proposal ? 

Dr. Martin. That is correct. 

Mr. Tuornserry. In answer to his question about a group of physi- 
cians who have associated themselves together to engage in practice, 
you said that up to that point you saw no objection to such a group. 
Throughout the testimony we have had before the committee, there 
have been statements such as these: That objections of organized medi- 
cine has been an obstacle in providing group practice. 

Now, where is the point beyond which you think that a group would 
be objectionable? 

Dr. Martin. Only of such examples as a group that has a voluntary 
insurance program, which is compulsory in the sense that a certain 
firm would require all of their members to deduct premiums from the 
salary of people in their firm and require all of them to go to a certain 
group. 
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Mr. THorneerry. As I understand it, you would say if you had 
corporation A employing a group of people, and which is going to 
set up for its employees a prepaid medical service, and you are going 
to deduct from the salary of the employee each week or each month 
a certain amount to pay for medical services from this group. Now, 
up to that point, is that objectionable ? 

Dr. Martin. Only if it is a compulsory deduction, and dependent 
upon their being compelled to get the service that they pay for by 
going to certain doctors. 

Mr. THorneerry. That is the point I want to bring out. I did not 
say that they were compelled to go to any particular group of doctors, 
but I said that the employer would deduct from the salaries of the 
employees to pay for the medical plan. Would the compulsory deduc- 
tion from every man’s salary be objectionable ? 

Dr. Martin. That is not a medical problem. That is what they 
do with it. Whether they compel them to use that to purchase medical] 
service at a certain source is a medical problem. 

Mr. THorneerry. I did not say that; I said it would be deducted 
for the purpose of paying for participation in the plan and I did not 
say they were going to require an employee to go to the group of doc- 
tors for treatment. But they are going to deduct from my salary to 
pay for this medical plan. Is that objectionable? 

Dr. Martin. That is a matter between the employer and his em- 
ployees. 

Mr. Tuornserry. That is what I wanted to get at. As far as the 
AMA is concerned, that is not objectionable. That is the point I 
wanted to bring out. 

Now, the corporation says you are compelled to go for medical serv- 
ices and, of course, you think that would be objectionable, and of 
course I could understand your point. 

I want to follow up Mr. Younger’s question about reinsurance where 
you said the Federal Government had no place, but in fairness I 
think that you ought to have an opportunity to study the proposal. 
And, so, we will defer that because I think that is a point which should 
not be pushed until you have studied the proposal. 

Dr. Martin. I did not understand him to be referring to reinsur- 
ance, but the question of Federal money to make a direct loan to a 
group. 

Mr. Trorneerry. He made it clear that what we would have, as 
I understood the question, is bank X in the locality and the Federal 
Government is going to say to bank X that “If you make a loan to 
a group of doctors, to operate clinics, the Federal Government will 
see to it that you do not lose in making that loan.” Is that correct? 

Mr. Youncer. That is correct; insurance of the loan and not re- 
insurance, but like the FHA insures loans on homes, the Government 
would step in and insure a loan made by a bank to a group of doctors 
for the erection and furnishing of a clinic. 

Dr. Marty. I am not familiar enough with the FHA, to what ex- 
tent they allow banks to extend loans under their guaranties. I pre- 
sume that they have some mechanism by which they determine what 
type of loans the bank can make. I am not familiar with that enough 
to know. There is no reason, if that is their policy and that is the law 
that exists, why the bank could not extend a loan to a group of doctors 
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or a group of lawyers or anybody else, or somebody that simply wanted 
to put up a commercial building. 

Mr. Youncer. There is no provision now for the Government to 
insure loans for business property. The policy that the Government 
has established is limited to insuring loans for residential purposes, 
for homes and apartments for residential purposes. 

Now, the question that has been raised on insurance is limited to, 
as | pointed out, in California where they told us that there were a 
number of groups which would like to go together and practice medi- 
cine in a clinic of their own if they could get the finances from the 
local banks or lending institutions for the erection and furnishing of 
the clinic. 

Should the Federal Government go in and insure the loans so that 
the banks can make the loan with the assurance they are not going 
to lose? 

Dr. Martin. My answer would simply be this: That if the Govern- 
ment is going to extend the type of loans they will make to business 
property, it ought to include any other kind of business and not par- 
ticularly to this. 

Mr. Younger. They are not making the loan, but they are insuring 
loans. 

Dr. Martin. They are insuring loans now on houses, residential 
property, and if they want to extend it to business property that is 
not a medical question; it is a financial question, and we are not con- 
cerned with that. I do not see any reason why they should extend 
it to one particular type of business over any other and pinpoint it on 
medical buildings. I think the whole question depends on whether 
it is a sound policy financially or not. 

Mr. Youncer. I think, Doctor, you would not want that statement 
to appear in the record just as you give it, because I think that you 
recognize that the Government does have a responsibility in the health 
of the people when we do not have a responsibility as to whether a 
lawyer has an office or not. 

Dr. Martin. Well, it depends. 

Mr. YounGer. Or whether the Atlantic & Pacific Tea store has a 
place to do business. There is a vast difference. 

Dr. Martin. What I meant is the general principle of whether it 
is a sound business policy. 

Mr. Youncer. No; there is a question beyond that. For instance, 
we have an established policy for the Government to go in and build 
hospitals or contribute to the construction of a hospital and you have 
commended such policy. That is a responsibility and a just responsi- 
bility of the Federal Government; isn’t that true? 

Dr. Marvin. That is true. 

Mr. Youncer. It does not necessarily follow that we have a respon- 
sibility to go in and build an office building for General Motors 

Dr. Martin. No, but what I said previously to that, I didn’t get 
the implication of your question the first time, is that there is no 
particular need for private doctors developing clinics at the expense 
of the Federal financing, that there is no great demand for it and that 
they can develop their own without the imposition of the Federal 
Government. 
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Mr. Youncer. Now, that is your opinion. But we have testimony 
here from doctors who say there is a need. I am talking about that 
case. I know there is a difference of opinion as to the need. 

The CuamrMan. Would you care to proceed, Mr. Thornberry? 

Mr. Trornserry. I think we can defer that and we can come back 
to the exact proposal because I think the testimony that you have 
given this morning strikes at the heart of it. 

Mr. Williams asked you a moment ago for some figures and would 
you care to read them, please, sir, and I would like to have them, 
with reference to general practitioners and specialists. 

Dr. Martin. The figures we have here, and this refers to a slightly 
smaller number than the actual number now because this goes back to 
1952, there were then 202,000 physicians in the United States and 

73,724 were general practitioners. Then of those limited to a spe- 
clalty, there were 55,000 and of those about 48,000 were board certified, 
and then those who gave special attention to a specialty, who did 
general practice but did surgery, also, there were 23,000. ‘Then, there 
were 8,700 not in pratice and 9,732 retired and 33,000 in hospital serv- 
ices and Federal services. 

Mr. THornserry. Of course, there are quite a number of figures 
there, but as I gathered under your classification, out of 202,000 
approximately 75,000 are general practitioners. Is that correct ¢ 

Dr. Martin. Approxim: ately that; yes. 

Mr. THornperry. That is a minority. 

Dr. Martin. There is another group that leans toward specialty but 
still doing general practice, too, and there were about 25,000 who pay 
special attention to one particular branch of medicine. 

Mr. Trornperry. Out of 202,000, you would say that slightly less 
than half of any classification you would have would be engaged in 
general practice? 

Dr. Martin. Approximately half of them; yes. 

Mr. TroorNnperry. I am in agreement with your statement that your 
recommendation is that we should recommend the general practi- 
tioners before specialists, and your figures bear that out that in lots of 
places there is probably not as great an opportunity for a general 
practitioner as there should be. But that is a point I think Mr. W il- 
liams was trying to make that in some communities, particularly in 
the rural areas, there is not as great an opportunity to consult a 
general practitioner as there ought to be. You made the statement 
that you would recommend the general public ought to go to the 
general practitioner before he goes sto specialists. 

Under your figures, there is about as much opportunity as far as 
numbers are concerned to consult the specialists as there is the general 
practitioner. 

Dr. Martin. The specialists are there, it is true, in equal numbers. 
The certified board specialists constitute about 25 percent. There are 
small communities where they do not have doctors. We went into 
that this morning of the plans and efforts being made to fill those up. 

Mr. Trornserry. But what I am talking about is a problem and I 
think that you recognize it. I think that is: all. 

Mr. Pretiy. Dr. Martin, I imagine you are quite aware of the in- 
terest that organized labor is taking in the health and welfare of its 
membership and its families ? 
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Dr. Martin. That is right. 

Mr. Petiy. And I suppose that you know that during the previous 
testimony there have been some rather harsh statements by representa- 
tives of organized labor about the American Medical Association ? 

Dr. Martin. I have not actually seen them; I heard they were made. 

Mr. Peiiy. I would suggest that it might be worthwhile to obtain 
the testimony and to read the things that have been said, because that 
leads to my question as to whether or not the American Medical As 
sociation has invested any of its funds or its talent in any work with 
organized labor to try to bring a better understanding and communica 
tion between two groups that to me seem to have the same objective, but 
which seem to be somewhat quarrelsome with each other. 

Dr. Martin. We have had a good deal of experience with the mine 
workers. That has presented a special problem, and we have had a 
number of meetings in connection with Kentucky and West Virginia 
and have conferred with the representatives of that particular group. 
We have also made a survey, and I have a report here on that survey, 
of union health centers which was published in September of this year. 
I am sorry, I think it was 1953; last September. 

Mr. Petty. Does that have to do with the Garment Workers’ Union, 
their health centers ? 

Dr. Martin. Yes; it includes that. 

Mr. Peiiy. I understand there was a committee which worked 
jointly with the union in that case, some 20 points were arrived at, and 
then when the recommendation of the committee went to the house 
of delegates or the board of trustees, I do not know which, there was a 
third point injected which was that the local medical societies were 
not under any compulsion to recognize the first 20 points. In other 
words, it seemed to be unsatisfactory to the garment workers’ repre- 
sentatives who testified here in that you had an arrangement and satis 
factory arrangements had been worked out, and yet it did not carry 
out into where the health centers were encountering opposition. 

Dr. Martin. Well, you know what our organization is and it is 
probably somewhat different from the labor organization. 

Mr. Petty. Yes, but what I was getting at is are you trying to arrive 
at any understanding with those who are concerned with health as 
you are, in trying to steer their thinking? They might even steer 
your thinking on some basis of general agreement. 

Dr. Martin. Mr. George Cooley and Mr, Howard Bauer are here 
and they are with our council on medical service. I know in the past 
we have had conferences with them, and I would like to ask Mr. Cooley 
to answer that question—just what is the present status of conferences 
with various labor groups over the past year or two? 

Mr. Cootry. First I would like to say that there is some confusion 
in what you mentioned just now, in regard to the types of labor health 
programs. 

As far as our organization is concerned we are broken down into 
committees, under the council on medical service. There are two 
types of labor health organizations. One of them is the labor health 
asa that uses a prepayment program, either private insurance or 

3lue Cross and Blue Shield, or something else. We have a special 
committee on voluntary health insurance in regard to prepayment 
which handles that particular aspect. F 
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Now, the other kind of labor program is the direct labor program 
like the International Ladies Garment Workers have in New York 
City and probably in 10 or 15 other areas in the country. We call 
those direct-service plans, and they provide a direct service. The 
people themselves, the labor members, do not pay anything; it is paid 
for by the union on a contract with the employer. We have a special 
committee that works on that. 

That special committee has on it Dr. Price, who has for many years 
been the medical director of the International Ladies Garment 
Workers original program in New York City. And he is the medical 
director; he is not a union representative, per se. 

We also have, as chairman of that committee, Dr. Sawyer, who is 
the medical consultant for the International Machinists Union, 
formerly medical director of Eastman Kodak. 

We also have on that staff, Dr. Warren Draper, medical director of 
the United Mine Workers medical program. 

So we do not have union people, but we do have on our committee 
3 medical representatives of large union health programs. That com- 
mittee is a committee that has been conducting the study of union 
health centers, which is not financed ; and this is the first report. That 
is the committee that conducted the meetings in Charleston, W. Va., 
last year and this year, in 1952 and 1953, with the United Mine 
Workers group. Because the United Mine Workers is such a large 
organization, with some 450,000 members, we have worked separately 
with them; and because they involve 5 States, mostly in single areas, 
you know, bituminous coal-mine areas, we have had special meetings 
with Dr. Draper’s group and with the medical directors from the 
various States in that area. 

We have minutes of those meetings, and we have things of that 
sort that we can supply to you if you would like to see them, ‘what the “y 
said and what we said and what we are trying to do. 

On the union health centers, the first thing we had to do, of course, 
was to go out and find out what they were. So we set up a team of 
individuals, one doctor and myself, to begin with, and we visited the 
various union health centers, met with the medical directors and went 
through them and we saw all of the things that were necessary for a 
factual report. 

We have compiled 12 of them here, and we have about 8 others that 
are ready for the committee. The committee will be meeting in 
February in Louisville, and at that time the committee is inviting 
in the medical director of each of these union health centers. It is 
also inviting in the representatives of the State medical association or 
the county medical society in the area in which they operate, so that 
the committee can then get a discussion between the medical directors 
and the medical society representation as regards the liaison and things 
of that sort. 

Now, that is the extent that we have worked at the present time. 
We have not worked directly with labor on these things; we have 
worked with the medical directors. 

Mr. Petty. I take it that the answer is yes, that the medical associa- 
tion is, to some limited degree, working on the same problem that 
organized labor is. 
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Now, organized labor has said in their statement that in some lo- 
calities they get cooperation from local societies and in some they 
get opposition. I take it, ‘that as a basis of these studies which are 
coming up, that the local societies would get information and eventu- 
ally we might hope, then, that there would be better feeling and some 
basis of agreement between the medical profession and organized 
labor ; is that correct 4 

Dr. Martin. I think that that is a correct approach to it. It may 
iron out differences, or it may come up, as many controversies do, with 
a clear definition of what differences are reconcilable or unrecon- 
cilable. 

Mr. Petry. I notice, Dr. Martin, that there is sometimes, I think, 
lack of understanding as a basis for differences of viewpoint. For 
example, we had Mr. Kaiser testifying before this committee and 
emphasizing continually in his testimony that the program of med- 
ical aid should be under the doctors, the management of clinics should 
be under doctors; and yet we had a subsequent witness who was a 
member of the medical profession say it was lay-controlled. 

I do not know the answer yet, but I do think that there is some lack 
of understanding of the clinics which have been developed and which 
are giving the large bulk of low-income groups in the country tre- 
mendous medical service, preventive service, and comprehensive serv- 
ice which, certainly from the testimony that has come to us, has seemed 
to me to be the basis of a very fine program if it could be extended. 

Now, Mr. Kaiser said the one problem was money in getting these 
clinies started. He said it was a question of getting guaranties for 
loans in order to get the proper facilities to set up health centers and 
health clinics. Toward that end, I think the committee is directing 
their questioning of you. 

1 do think, as I come back to my first statement, that there needs 
to be some better communication between two very important segments 
in our community or our life, that is, the medical profession and 
organized labor. 

I did not like to hear those unkind statements made about your pro- 
fession because I did not think that there should be a situation that 
should cause it. 

Dr. Martin. The AMA has had a council on medical service since 
1943. As Mr. Cooley mentioned, that is divided into six subcom- 
mittees. One has to do with the extension of prepayment, one has 
to do with medical facilities, one has to do with health of industrial 
workers, and so forth. I will not enumerate them all. 

That was set up to review any plan, if the plan was desired to be 
reviewed. It was to help and advise, and so forth, in the setting 
up of it. 

That mechanism is open to any plan. We are delighted to have 
any plan submitted to us. We will study it and advise with the peo- 
ple who are concerned in it. We have the mechanism and have had 
it for 10 years. 

Mr. Petty. My suggestion would be that sometime at medical con- 
ventions you ask the head of the CIO or the AFL to come and address 
you and that they invite you to go and address them, because I think 
it would bring better understanding. 

39087—54—pt. 721 
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Dr. Martin. We had one not very long ago, a year or two ago, Mr. 
Beck of the teamster’s union came down and addressed our convention. 

Mr. Periy. He comes from my town, and I know he is a good 
speaker. 

Dr. Martin. He is a good speaker, yes. 

Mr. Petty. Thank you, Mr. Chairman. 

The Caiman. The Chair is ina quandary. I am wondering how 
it would be possible to agree upon some kind of a program that will 
give every member of the committee an opportunity to question. 

I realize that if each one questions as long as he has the desire to 
that the time element will preclude some of the committee from hi aving 
an opportunity to be heard. Furthermore, it will work adversely to 
the interests of these witnesses, who are busy men and have come 
distances to our committee, to keep them an undue length of time be- 
fore the committee. 

Dr. Martin has favored us today by being present, notwithstanding 
that he had an important engagement arr: inged for today. There are 
members of the committee who have not had an opportunity to ex- 
amine him; some have and some have gotten their second wind and de- 
sire to start in after a refreshing sleep last night which gave them 
some opportunity to think of additional questions. The chairman is 
in that attitude. 

So that I do feel a little bit of restraint, and I do not know hardly 
how to handle the problem. 

As I said yesterday, it is very complimentary to witnesses who ap- 
pear and have many questions asked of them because it is an indica- 
tion that they have information that the committee is desirous of 
having. 

I do think, if you will permit me to make this comment, that prob- 
ably the necessity to ask so many questions as to the purposes, the 
intent, the desire, and the opinion of the American Medical Associa- 
tion is due to the fact that the association has never, to my knowledge, 
taken any definite stand and presented a proposal. Most of it has been 
to the point, “Doctor, do you object to this?” And, “Doctor, do you 
object to that?” “What is the opinion of the AMA with respect to 
this?” 

Now, those questions are being asked because this committee does 
not know. I am inclined to believe, as I have previously stated, that 
there is a very distinct duty and responsibility upon the American 
Medical Association, alleging itself to represent the physicians of the 
country, or, at least 140,000 out of 220,000, to come before this com- 
mittee with such a definite statement of the aims, the policies, together 
with the requests, that the AMA would make of this committee as to 
the type of legislation that is necessary to meet the problems that we 
are so aware are facing us. I wish that could be possible before we 
are finished. 

I wish that you, as a representative of the association, would come 
before this committee and say, as definitely as the President said in his 
message—and yet you say that was not definite enough for vou, but 
it is far more definite from any standpoint than what “has been stated 
as the viewpoint of the American Medical Association. 

I do not want to seem to be putting myself in a position of lecturing 
such a worthwhile organization, but I am conscious of the responsi- 
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bility that this committee has. I am additionally conscious of the 
fact that the American Medical Association is the one to whom we 
could most properly direct our attention and our questions. And I 
am inclined to believe that there is no one organization in this country 
which owes a greater responsibility toward the solution of this prob- 
lem than the AMA. It should be an aflirmative approach. 

We recognize this problem, and this is the thing that should be done 
about it. We should not take the negative attitude that we are op- 
posed to this and we are opposed to that which someone else offered. 
Let us have something of an affirmative constructive character. 

Now, please pardon me if it would seem that I am lecturing. I am 
not. Iam sincerely anxious that this committee shall have the fullest 
possible benefit from those who, in my opinion, are best qualified to 
give us the help that we need in providing the proper type of legisla- 
tion that will be within the type and structure of our Government. 

Dr. Martin. Mr. Chairman, I think that you are aware of the fact 
that we presented this statement, and we made very definite and spe- 
cific statements of what we were for, what we had been doing over a 
period of years, what we advocate. Now, it is not correct to say that 
we are taking a static attitude. 

I have been connected with the problem of the care of the indigent 
and the cost of medical care since 1928 a good part of my time, aside 
from the time I devote to the practice of medicine and to make a liv- 
ing, has been devoted to that. I have been connected with the AMA 
since about 1935. 

It is not a static organization, nor is it taking a position of objection. 
We have definite policies. We do not believe that a blueprint can be 
drawn that will solve all of the problems of medicine by fiat, or by 
law. 

We think there are many things that have to be worked out on an 
evolutionary basis; and in this document that we read to you yester- 
day, it is a very definite statement of policy of what we think is 
desirable. 

Now, in reference to the President’s statement, we did not say the 
statement was obscure. We said, in reference to proposed reinsurance, 
that we did not know how it would be implemented, and it was ob 
scure in that respect and we were not ready to pass judgment on it 
until we saw how it would be implemented. 

We have not vet had an op portunity to study any spec ific legislation 
pertaining to ths at: when that is available and we have time to study 
it, we will give a definite opinion on it. 

The CuatrMan. I think we are all aware, however, of the fact that 
in the long statement that you made yesterday not a single reference 
was made to the President’s message on this all important question. 
And the explanation that you gave was that your statement had been 
prepared before the President had delivered a message. 

Personally, that does not appeal to me at all. The President made 
a statement on the 18th of this month, as a result of study on his part, 
and of his associates in Government, particularly in the Departme nt 
of Health, Education, and Welfare. I think that a statement coming 
from the President of the United States was entitled to have the rec 
ognitian that any statement coming from a person so high should 
lave 
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I am telling you I was terribly disappointed that it was so terribly 
ignored in your statement. 

Dr. Martin. The board of trustees issued the statement which I read 
into the record yesterday, and it is a part of the record. That was 
that the only thing we were holding off on was to see how the recom- 
mendation in reference to reinsurance would be implemented. 

The rest of the program we definitely not only supported, but 
praised. 

Now, I think it is well within our rights, and it is our duty not to 
buy a pig ina poke. We do not know what that kind of a pig is until 
we see it, and to see how it is proposed that you are going to implement 
the reinsurance. 

Now, I think we would be very foolish, and very derelict in our duty, 
if we passed an opinion on that proposal until we know just how it 
would be implemented. 

The Cuarrman. Of course, it is true that you did read into the 
record a statement that was approved by the board of trustees at a 
meeting held on Sunday last, but it was not a part of your statement. 

Mr. Martin. No, sir; and I did not think it was part of my duty. 

The Cuatrman. It came out as a result of questions asked by this 
committee. And the point I am making is that I think it is very un- 
fortunate that an organization should come before us, with the Presi- 
dent having made such definite, in some particulars at least, state- 
ments, and not even his name mentioned or recognized in the 
statement that you gave. 

It leads us to assume that it had not as yet had your consideration. 

Dr. Martin. Mr. Chairman, I would like for the record to show 
that we presented this statement, in reference to the President’s mes- 
sage, and it was read before this committee; and the only exception 
to it was the question of reinsurance; furthermore, that we were not 
aware that the President’s message was a part of the duty of this 
committee to consider at this time. 

The CHarrMan. You say you were not aware of it? 

Dr. Martin. What is that? 

The Cuarrman. Did you say you were not aware of that? 

Dr. Martin. That this committee was considering the President’s 
message. 

The CrarrMan. Well, you are aware of the fact that this commit- 
tee is studying the health problem, are you not? 

Dr. Martin. Quite. 

The Cuatrman. Would that not necessarily make you conscious of 
a message that had been given by the President and was intended to 
be considered, particularly as it was also made a part of the record 
of these hearings? I cannot conceive of an answer of that kind, 
Doctor, being made, that you did not know that that was a subject 
matter that should, or could, or would, be considered by this 
committee. 

I hope I do not speak all that is in my mind. I am laboring under 
a difficulty of restraining myself in a matter in which I am very sin- 
cere. I am not anxious to say anything offensive. 


On the other hand, I find that there are times when I have thought 


to speak frankly. 
It is all nice to pat the AMA on the back and say what a wonderful 
organization they are, and I concur in those remarks that have been 
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said by other members of this committee; but, on the other hand, 
recognizing, as it has been, the imports unce of the AMA, I think we 
had a right to ask of it very definite conclusions upon its part. 

I would be of the opinion, after 28 years in Congress, seeing how 
other organizations operate, that the AMA, in its desire to preserve 
certain polici ies and certain fundamental rights, would have recog- 
nized this problem itself. ‘There was nothing that the AMA brought 
to the attention of this committee that caused us to start study last 
fall. 

My point is this, and I hope I am not overstating the responsibility 
of the AMA, I think it was the duty of the AMA itself to recognize 
the problem that America is facing today with respect to medical 
and hospital expenses, where it is found so difficult for many of our 
people to meet those expenses, and they should have given us that 
constructive study that would have brought before us legislation pro- 
posed by the AMA to meet the difliculty. 

Now, for instance, yesterday, in your statement, you said that you 
were not aware that people were having diffic ulty in paying their 
medical bills. 

Dr. Martin. What page is that on, Mr. Chairman ¢ 

The Cuarrman. You made the statement, and I will leave it to you 
to say if you did or if you did not. 

Dr. Marrin. I did not make that particular statement. I quoted 
certain figures. 

The Cuatrman. Yesterday, you made this statement: “Proof that 
the cost of medical care presents no great problem to the majority of 
American families was given in a survey completed for the Federal 
Reserve Board last year.” Did you say that ? 

Dr. Martin. That is right here. And we give the figures and that 
was the presentation of a study made by a reputable agency which 
showed certain definite facts. 

The Cuarrman. Now, you saw fit to use it in your statement and 
that is why Iam referring to it. 

Dr. Martin. Well, if there is anything incorrect about it, I would 
like to have it challenged. 

The Cuarrman, I will give you an opportunity to correct your sup- 
port of the statement, if you wish. You mentioned that 80 percent of 
American families had no medical debts. 

Dr. Martin. That is not our figure; that is the figure of the Federal 
Reserve. 

The Cuarrman. Do you adopt the figure or do you not ? 

Dr. Marri. It sounds reasonable; we are simply quoting certain 
data that I think is usually accepted as reasonably sound source of 
information. 

The Cuarrman. Well, the acceptance of that data is perfectly ap- 
propriate in your opinion, is that right? And you believe it? 

Dr. Martin. I think it is a good source of information, as good as 
any that you could oe I pointed out, also, that 1 family had hos- 
pitalized illness 1 year in 9; that there were 20 million people hospi- 
talized last year, whic h the figure of 1 in 9 to 1 in 10 is a pretty con- 
stant figure. 

So that those people would not have any major medical debts ex- 
cept once m every 8 years, on the average. 
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The Cuarrman. Of course, I would be interested in knowing what 
really is meant by medical debts. Do you mean, owing to doctors and 
hospitals? 

Dr. Martin. I mean this: That we are concerned about major 
medical a tee We believe that the cost of illness should be pro- 
vided for in any family budget. 

To 10 dents ent of all the people who go to hosiptals ineur approxi- 
mately 50 percent of all the medical costs. That is the reason that 
becomes an important factor. The 90 percent that do not go to hospi- 
tals, or approximately 90 percent, incur medical costs but they only 
incur 50 percent of the costs. So that, the big costs are concentrated 
in the people who are ill enough to require hospital care. That re- 
duces the problem to a large extent, to the group that incurs the large 
bills that are involved in hospital care. That is why that is con- 
stantly referred to, Mr. Chairman. 

The Cuarrman. Very well. Then if there are no medical debts, it 
was assumed that they had been paid. 

Have you ever given consideration as to how they were paid and 
what the effect was of those families that had to pay them? That is, 
how it has wrecked their finances, in many instances, and how it has 
taken away from them all that they had saved for a lifetime with the 
idea it would be helpful in their old-age. 

Let me read something to you, as long as we are talking about re- 
ports from Government. This is a report that I have received from 
the Securities and Exchange Commission, another agency of our Gov- 
ernment. I want to read it all, but the time is going too rapidly. But 
I want to call your attention to it. Just as an illustration of what I am 
getting at, I have here the names of three insurance companies, loan 
companies. And let me give you the facts, just for three of them. 

When vou consider the thousands that are in this land of ours, the 
problem multiplies 

The American Investment Co. of Illinois, in the year covered by 
the statistics that are submitted to me, in 1951, made 88.759 loans 
for medical purposés. Thing of that! My personal opinion is that 
that does not include at all all of them. That is what they have 
knowledge of. ’ 

All of the purposes may not have been revealed by those who made 
loans, but in this 1 company, in the year 1951, 88,759 loans were made 
to meet medical e ape nses, 

Now, the Beneficial Industrial Loan Corp., in the year 1948, in the 
report it vohalebi d to the Securities and Exchange Commission, stated 
they granted 138,145 loans to meet the costs of medical expenses. 

The Household Finance C orp., In 1949, granted 257,903 loans to 
meet medical e xpenses. 

I have only given 38, and I picked them over a period of years, so 
it could not be said that the conditions in 1 year are this, that, or the 
other. There is a spread of years. 

And bear in mind that in these instances, the people have been 
required to pay to small-loan companies anywhere from 21% to 3 
percent interest per month for those loans. 

Now, in the face of that coming to the attention of this committee 
can it not be recognized that there is a problem, and it cannot be dis- 
missed by saying that, “Proof that the cost of medical care presents 
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no great problem to the majority of American families.” I do not 
think so, Doctor. 

1 think it points up a serious situation that must have the attention 
of anyone that is interested in the welfare of our people, whether 
it be outside or inside of Government. 

Dr. Martin. Mr. Chairman, 1 do not know that there is any profit 
in continuing this particular argument, but the AMA has been inter- 
ested in this problem for years and years. And it has done a tre 
mendous amount of work. We have contributed to and are helping 
to support the Commission on Chronic Illness which is making a 
study of the problem of chronic illness. 

We have been interested on a local and general basis. We do have 
a perfectly definite and positive program which may not fit into 
other programs that have been advocated. But we have a philosophy 
that it is our duty to preserve the qu: oar of medicine and promote the 
distribution of medicine, and make it available just as far as it is 
humanly possible to all ot the reel of America . That Is our con- 
cept; we accept the responsibility for it 

Now, if we differ in our opinions as to how it is to be done, that 
1s something entirely different. We preserve the right to differ 
where we think that certain proposals are not for the pub lic good, 

The CHatRrMan. Well. 1l have read to vou just from 3 companies, a 
total of approximately 485,000 loans made by people, making an aver- 
age of less than $3,600 a year. And I am asking you chin very plain 
question : Do those figures not justify serous consideration and a 
solution ? 

Dr. Martin. Certainly they justify it. 

(The document is as follows:) 

SECURITIES AND EXCHANGE CoMMISSION, 
Washington 25, D. C., March 9, 1958. 
Dr. ANDREW STEVENSON, 


Care of Interstate and Foreign Commerce Commission, 
TTouse Office 1 Building, Washington, D. C. 

Dear ANDy: You will recall the other day that we were talking about the cost 
of medical care and I suggested that the statisics on the “small loan” companies 
showed some rather surprising things about it 

As you no doubt have in mind, such companies make loans, usually limited by 


law to not more than $300 to any 1 individual with interest rates varying from 2! 
to 3 percent per month on unpaid monthly balances It Sauouna | th t the 
largest of such companies have filed 1933 act statements in which, for some 
reason, they have made a practice of setting out the amount of loans made 


the purpose of medical, dental, and hospital expenses, the percentage of such 
loan applications to all applications, and the range of annual income of a ma 
jority of such borrowers 

Enclosed herewith is a table setting out this material You will note that the 


figures vary from 14 to 17 percent of the total loans made for that purpose and 
that the annual income of the borrowers generally doesn’t exceed $3,600 per 
annum. We are not sure that this tells the whole story Since the largest 


category listed is for the purpose of consolidating past debts, undoubtedly medi 


cal expenses figure heavily in such past debts 
Similar information to this has been used on some other occasions so the 
approach is not entirely novel. However, I hope that it will be of some interest 
to you 
If we can be of any further service to you in this connection, please let us know. 
Sincerely, 
RicHarp B. McEntire, Commissioner. 
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‘ . Percent of 
Year Number of 
Name and File No cove 7 a by lena ier loans for Range of annual income of 
medical to majority borrowers 
Statistics medical, ete 
total loans 
American Investment Co. of Illi 1951 88, 759 15. 1 49.9 percent under $3,600, 
nois, File No. 2-9655 67.8 percent uncer $4,200 
average loan, $297 
Repel cial In Loan Corp., 1948 138, 145 13.7 | Average income $3,156 (aver- 
ile No. ‘ age small loan, $227) 
Household Finance Corp., Fik 1949 257, 903 17.40 | 37.18 percent under $2,400, 
No. 2-8435 


59.72 percent under $3,000 
(average small loan, $246 


The CHamman. What solution would the AMA offer to be of 
assistance to that problem ? 

Dr. Marrin. I would like to know, for example, Mr. Chairman, 
whether those people had the foresight to take out voluntary prepay- 
ment insurance aml whether they are people with poor judgme nt who 
have not protected themselves against the hazards of illness. 

The mechanism is there for people above the indigent group to pur- 
chase protection against the major hazards of illness. 

Now if the people do not choose to do that, the only other recourse 
is compulsion. We are not ready to accept compulsion yet. 

The Cuarmman. No; I do not thi nk that it necessarily follows that 
it must be compulsion. 

Dr. Martin. Education. And we are certainly doing all we can to 
educate people. 

The Cuatrman. The fellow to educate is a bit handicapped by the 
fear that organizations that provide insurance will violate the policy 
of the AMA with respect to advertising, so that that enters into it 
a little bit. 

But let me show you that doctors down in the ranks who belong to 
your association recognize this problem. I have before me a letter 
from a physician with whom I am very well acquainted, a very suc- 
cessful physician, one of the outst anding physici ians, a member of 
the staff of hospitals in more than one city, so that his standing is 
beyond question. 

Of course, for obvious reasons I would not feel free to give his name. 

He writes: 


Dear Mr. Wotverton: This is a personal note to tell you that from what I 
have read in the newspapers I not only agree with your proposed legislation, 
but also endorse your attitude toward the AMA, of which I am, of course, a 
member. It is my impression that a fair number of physicians share these 
sentiments. I honestly believe the central organization in Chicago has no idea 
what the average physician wants his patients to have. 

Very best wishes for health and success, 


Now, that was a very revealing note to me. I have only brought 
one in, Doctor. If I brought in others, I could have encumbered this 
record to a point that it would not be fair, in an economy administra- 
tion, to print the record of the hearings. But, in addition to that, 
to show you how the thing goes, I have here, just received here this 
morning, so this one is fresh—I have any number of them in the office, 
extending over a period of time. 
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This comes from a gentleman in a distant State, and he says: 

My own physician has upped his prices beyond the reach of an average person, 
whether for office calls, home calls. or hospitalization This doctor and his son 
manufacture ills and then sell their medicine and pills, and keep the people 


coming as long as they believe they can get blood from the onion 
I never heard that expressed before 


A year ago I had heart trouble. Having had a life-insurance examination 
a month before, I didn't believe it. However, | went along with the gag, cardio 
graphs, and so forth And then furnished some medicine | was to take for 3 
months, followed by another cardiograph; and after the second cardiograph, | 
simply said, “This is incredible and enough.” 

I went to the Mayo Clinic, and was there only for 3 days and discharged 
without any heart condition of any kind. This experience took me for $110, a 
useless expenditure. 

I will not go into all of this; it is rather a vituperative letter, but 
one of the most significant paragraphs in it is this: 

My heart experience has again shaken my faith in the medical profession. 
I am the son of a druggist, of 45 years active practice. I learned too much 
about the medical profession over the dinner table as a boy. 

Dr. Martin. What does that prove, Mr. Chairman ? 

The Cuamman. I will not put that letter in the record. 

Dr. Martin. What does that prove? And I would like for you to 
put that in the record, if you wish. But what does it prove, the com- 
plaint of one individual about one doctor ¢ 

The Cyaan, I will use my judgment about putting it in. 

Dr. Marrin. I really mean that. 

The CuarrMan. I do not. I know more about what is in the letter 
than you do. 

! will not go any further at this moment; there are others here. 

We will go on this afternoon at 2 o’clock. I want to take all of the 
time we can while these eminent gentlemen are before us, because we 
may get somewhere and know what we can do without running afoul 
of criticism that might come from this organization. 

Mr. Rocers. Dr. Martin, you certainly do agree with the President 
when he made a certain statement which I am going to quote to you 
in a minute, and I want to commend your organization for the posi 
tion you have taken on that. I think that you made a great contribu- 
tion, and that is against socialized medicine. I know you agree with 
the President with respect to that. 

Dr. Martin. We do. 

Mr. Rocers. I have one other question: Do you find that there is 
any practice among doctors that when they find out an individual has 
insurance, that they tend to raise the fee? 

Dr. Marri. I think, undoubtedly, that occurs sometimes. I do 
not think it is a general practice. It is condemned by every medical 
organization. 

Now, we have rascals in our profession, as they do in other profes- 
sions and in all walks of life. But I do not believe that is a widespread 
practice. It certainly is completely condemned by the AMA, every 
State organization, and ever y county organization. 

Mr. Rocers. Cert: ainly you woul conde mn such a practice as that 

Dr. MARTIN. Absolutely. I would like to make one statement, Mr. 
Chairman. 
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The CHarrMan. Very well. 

I would like to know the purpose of the other members. Mr. 
Springer, do you have some questions # 

Mr. Sprincer. I do. 

Dr. Marrrin. I would like to make a statement to the effect that 
every major law that has been passed by the Federal Government 
affecting health has been supported by the American Medical Asso- 
ciation, 

The CHatmman. What is that? 

Dr. Martin. That eve ry mé yor law passed by the Federal Govern- 
ment affecting health of » American people has been supported 
by the American Medical J ieee. 

The Cuarman. Well, that gives me encouragement to hope that 
whatever this committee may do will continue to have your support. 

Mr. Sprincer. Could I make one observation at this point, prepara- 
tory to 2 oc ‘lock. 

Would you kindly, Doctor, in the meantime—and I will supply you 
with the emanate | you kindly read these 6 bills between now and 
2 o'clock? I think that that could be done. I wish that you would 
read these six bills through. 

Dr. Martin. I have not read these recent bills. 

Mr. Sprincer. Have you read the ones introduced on January 6% 

Dr. Martin. I have an engagement this afternoon with the Chief 
of Staff. and I do not believe that I can go back on that engagement. 

Mr. Springer. When are we going to be heard ? 

The Cuarrman. I think, from what Mr. Heselton said, that he 
has made a summary of the bills, the two that have come, which might 
be considered administration bills, although maybe that is an of- 
fensive way to say It. At least they have been introduced by me as 
coming from the Department, having to do with health. Those two 
bills that are immediately before us, without regard to all of the 
other bills, Mr. Heselton has made a summary of, and I had intended 
to ask very definitely the witnesses as to whether they are for or 
against these parti icular bills. 

I think that your request is eminently appropriate. I would have 
thought that maybe the knowledge of those bills would have been 
had before the witnesses appeared. But I do have in mind that hear- 
ings will be held on the bills; and perhaps it is for that reason that 
the witness has withheld discussion of bills at this time, expecting 
either himself or others for his association would be present and speak 
when the bills have their hearings starting next February 3, or next 
week. 

Dr. Martin. Our procedure on all bills affecting health that come 
before the Congress is to review them by a special committee of ours 
on legislation. ‘They are reviewed very carefully, analyzed, and a 
recommendation in reference to them is made to our board of trustees. 
An authorative opinion from the AMA cannot be obtained any other 
way. 

Any new bill that actually is drawn, the details of it have to be 
studied and then our boys have to take action for or against, or no 
action, depending upon the bill, and then we are in position to testify 
before the Congress as to not what our opinion is but what the con- 
sidered opinion is of our organization. 








ee 
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The CHarrMANn. Would we get some report of that before the next 
annual meeting of the AMA? 

Dr. Martin. Oh, yes; we are going to have a meeting of our board 
of trustees. 

The CHairman. Will you have someone here to testify on these 
bills ¢ 

Dr. M ARTIN. We will have a meeting of our board of trustees in the 
early part of February. 

The Cuarrman. I would like to say this for Dr. Martin: He came at 
a great deal of inconvenience today : 101s regrettable to me that he is 
tied so that he feels obligated, as he says, to go to another meeting 
because I have so many questions that I have not had an opportunity 
to ask. 

I really regret it because, when you are talking to the head of an 
organization, I think that you begin to find out just what the organiza 
tion thinks about. 

These other 2 gentlemen or 3 that are here may be in a position to 
answer all of the questions that we would have in mind, including my 
own, although I did wish to make some reference to the statements 
made by Dr. Martin. But I am willing to forgo that because I do not 
want to too seriously inconvenience him. 

If he feels that he cannot be here this afternoon at 2 o’clock, I would 
like to know from the members of the committee whether they would 
be satisfied to address their questions to the others who are here and, 
in my opinion, are well qualified to speak for the association. 

Mr. Sprincer. I am willing to continue right now, Mr. Chairman, 
but I have been here 2 days; some on this committee have spoken 
3 times, and I have yet to be heard. 

I have waited rather patiently; I think I am entitled to that cour- 
tesy. I want to question Dr. Martin. I am willing to do it now 
or W illing to do it any other time that you suggest. 

The Cramman. I am sorry you did not remain long enough to 
take your turn. We had gotten down to the poens where I said we 
would start where we left off yesterday: we did: we started with Mr. 
Williams. The only one remaining on our committee who had been 

resent throughout the day and had not asked any questions was 
Mr. Younger; he was given an opportunity this morning. 

Mr, Sprincer. I have no objection to the procedure of the chair 
man. I am merely insisting that I want to be heard. That is per- 
fectly all right; you can begin where you want to on the committee ; 
that is your prerogative; but I want to ask Dr. Martin some question 
and I do not want to ask anybody else those questions. 

Dr. Martin. I am willing to stay here until 1 o’clock. 

The CHatrman. You may proceed with your questions. 

Mr. Sprrncer. Dr. Martin, I am referring to a survey made by the 
Health Information Foundation, which was released on January 24 
and which I realize you may not be familiar with. I notice in this 
survey that, of the people under $3,000, 59 percent of them are not 
covered. 

What is your answer now to that question of noncoverage of that 
group of people under $3,000 earning power per year? 

Dr. Martin. There is a large group of people in the indigent or 
medically indigent group. There are some of the aged, the unem- 
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ployed, those that are on relief; a large group of those people are 
uninsurable, among either the indigent or medically indigent group. 

Now, the medically indigent group, I will define that as a group 
of people who have sufficient income to pay for the necessities of life 
and to buy prepayment insurance; but, if they do not buy insurance, 
they are indigent as far as their medical care at the time illness 
occurs, 

Now, the indigent group is uninsurable because they have not any- 
thing to buy insurance with. They also, when illness strikes, have 
no way of paying for it. 

Those groups, I think, have to be paid for directly at the time their 
illness occurs, and they are being paid for in that way. For instance, 
in my State we have a State fund that matches the local community ; 
we pay their hospital costs when they are sick, and they are taken 

care of by the physicians without any charge. That group is a large 
segment throughout, of that percentage. 

Mr. Springer. The 59 percent. That would represent, I am afraid, 
several million people in this country. 

Dr. Martry. Many million people. 

Mr. Serrncer. Do you have any other solution for the taking care 
of those people except the voluntary prepayment plan? 

Dr. Martin. Well, we think that is the best solution because that 
is a purely voluntary thing if they choose to give priority over some 
of their expenses. 

Now, I am talking about the group that has sufficient income, and 
whether they have $3,000 or $3,500 or $2.000 it does not divide them 
necessarily into the group of medically indigent. 

An income for a farmer who has much income in kind but does not 
have a large cash income may be entirely a different thing from an 
income of an industrial worker in a city who has to buy all of his 
needs. ' 

Now, the man who is above the indigent level, who has an income 
sufficient to buy the necessities of life and maintain the proper 
shelter, food. clothing, and recreational facilities and has money left 
over, he can become medically indigent if he does not make provision 
by insurance. 

Now, if the insurance is available and he does not take it, he becomes 
a public charge at the time he gets sick. We think that he ought to 
be paid for by direct payment. 

Mr. Sprincer. Paid for by what? 

Dr. Martin. By direct payment at the time his illness occurs. 

Mr. Sprtncer. Would you be opposed to the provisions of H. R. 
6950, a bill to assist voluntary nonprofit associations organizing pre- 
paid service programs to secure necessary facilities and equipment 
through long interest-bearing loans? 

Mr. Martin. I did not quite get that last. 

Mr. Sprincer. Would you be ‘opposed to that kind of a bill, to assist 
in taking care of this problem ? 

Dr. Martin. By giving money to the insurance companies, to insure 
these things? I am not quite clear as to what you are talking about. 

Mr. Sprincer. Are you familiar with H. R. 6950 which was intro- 
duced by Mr. Wolverton on January 6? 

Dr. Martin. Not entirely. I have seen it, but I have not gone over 
it and analyzed it. 
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Mr. Springer. Have any of your gentlemen assisting you there ¢ 

Dr. Martin. No. 

Mr. Srrineer. You are not willing to pass an opinion as to whether 
that would solve the problem of those people ? 

Dr. Martin. I did not get your statement as to what the proposal 
was. 

Mr. Sprincer. To assist voluntary nonprofit associations, offering 
prepaid health service programs, to secure necessary facilities and 
equipment, through long-term interest-bearing loans ? 

Dr. Martin. Is that nec sv equipment for voluntary insurance ? 

Mr. Sprincer. Necessary facilities and equipment, through. long- 
term interest-bearing loans ¢ 

Dr. Martin. What facilities and equipment would a voluntary in 
surance company have ? 

Mr. Sperincer. I do not believe that is exactly described in here, but 
proper facilities and equipment are essential to the economic opera- 
tion of such a program, to the rendering of effective care and to the 
recruitment of a sufficient number of doctors and related personnel. 

Dr. Martin. You mean facilities and equipment, such as hospitals? 

Mr. Sprincer. That is right. 

Dr. Marrry. And the building of hospitals, you mean ? 

Mr. Sprincer. Yes. 

Dr. Martin. And the building of health centers, and you are not 
talking about the equipment used by the voluntary company in run- 
ning its business ? 

Mr. Serincer. Let me read section 4: 

Loans for part or all of the cost of acquisition, construction, and equipping of 
health service facilities incident to the operation of a health service program 
may be made to nonprofit associations which submit to the Surgeon General 
of the United States, Public Health Service, satisfactory evidence of local 
interest and financial support, of an organized structure of control over the 
practice of medicine in connection with health service programs, solely and duly 
licensed members of the profession. 

Dr. Marrin. You are referring to setting up health centers, and 
having a group operate them. And how would that meet the need of 
the group that you talked of in paying for the service rendered ¢ 

Mr. Sperincer. I think that this would provide, as I understand it, 
to assist the nonprofit organization itself, as 1 understand the bill, to 
get on its feet and get started. 

Dr. Martin. That operates a clinic or a hospital 

Mr. Sprincer. Something like that. 

Dr. Martin. Because that does not afford any relief as far as the 
individuals, who are served in that institution, if he still has to pay 
for his sery ices. 

Mr. Sprincer. Doctor, do you have any other suggestions for 
handling of catastrophic illnesses than merely the prepayment plan? 

Dr. Martin. The « ‘atastrophic illness is being covered, to some ex- 
tent, by catastrophic insurance. That is a new field, and companies 
are going slowly because of the risk involved in writing catastrophic 
illness because they have gained some experience. 

Now, as far as the people in the low-income groups are concerned, 
who cannot buy insurance, they fall in the same category as the rest, 
that their illness must be taken care of at the time it is incurred. If 
it is a long illness, that means a long period of care. 
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But I know of no other method except the insurance principle and 
the direct payment that would protect the man against catastrophic 
illness. 

Dr. Bauer. We recommend setting up facilities for the care. 

Dr. Martin. We think, and we have so recommended, that the care 
of those chronic cases, and this was recommended by Mr. Eisenhower, 
the development of chronic hospitals in conjunction with or con- 
tiguous to general hospitals where the care of the long-term ill could 
be carried out at a much less expensive rate. 

The average rate for hospitals of the United States is slightly, 
and I am speaking about general hospitals, over $19 a day now, and 
a chronic hospital for the chronically ill could be operated at half, 
or less than half of that. But it should be done in connection with 
the general hospital because chronic cases become acute at times. 

Mr. Sprincer. Let us take the chronic cases of those with incomes 
less than $8,000. Are you going to handle those all as indigent cases? 

Dr. Martin. I think that that is an individual matter. The in- 
come a man has does not take into consideration assets or things of 
that kind. But it has to be an individual matter, decided on a local 
basis. 

A man with a much larger income than that might become medi- 
cally indigent by reason of long continued illness. He might fall 
into the group that would have to receive public assistance. 

Mr. Sprincer. Well, the general individual in a community, that 
earns less than $3.000 and has a catastrophic illness, is going to be- 
come indigent under your definition ? 

Dr. Martin. Very probably, yes. 

Mr. Sprincer. Is that the only solution that you have for the 
handling of those people with catastrophic illnesses, well, say, in 
that scale of living, other than that they must have taken out pre- 
payment health and that is your only other solution ? 

Dr. Martin. I think this might be in terjected here. The figures 
from Blue Cross show that they have different lengths of coverage, 
30 days, 60 days, and 90 days; and only 5 percent of their cases re- 
main in the hospital longer than 60 days, less than 1 percent remain 
longer than 120 days. I can tell you that to illustrate in the ordi- 
nary current illnesses how many of them, from the standpoint of 
the length of hospitalization, are catastrophic. 

If they are covered by insurance, or even if they are not covered by 
insurance, the total load on a community is not very great. If they are 
covered by insurance, as I hope most of them will in time be, they 
are protected. If they are not covered by insurance, the direct pay- 
ment. for their care, decided on a community level as to their needs, is 
the best way to meet it. 

Mr. Sprincer. Doctor, this was a thing we ran into in England and 
Sweden, and I do not mean to say I approve of what I saw there, 
but I think it is worth thinking of. I found that there was an awful 
lot of putting back on the calendar of people who had genuine ill- 
nesses, or needed operations, because they could not afford to have 
them. 

We did find, in England, that since the incidence of their socialized 
medieine, there was a much greater and expanded care of the popula- 
tion generally, although there was the twin thing incident with it 
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which I have to concede was happening, that is, the quality of medi 
cine was deteriorating. At least it had deteriorated in my opinion 
from all I had seen. 

But I think that this is the problem we are faced with, this group of 
people, and I am talking about them right here. They are in this, 
more or-less economic bra ket. That is the thing | think which your 
association has to come up with some answer to; other than that you 
are going to take care of them as indigent patients. You have not 
said that here, but I understand that that is the only solution that 
could be offered, if they have not taken some form of prepayment in- 
surance. Am I right on that; is that about your statement? 

Dr. Martin. That is essentially right. And I would like to com 
ment a minute on the English situation. 

I spent 2 months there with 4 other doctors surveying that situation. 
Several things happened. There was a tremendous increased demand 
which was not related to the degree of need, necessarily , and the over- 
loading of all of the outpatient departments of the hospitals and the 
overloading of the hospitals. The average stay in the hospital was 
nearly 3 t unes as long as the pat ient stay in our hospital because of the 
breakdown of their auxiliary services, so that the patient was staying 
there 18 to 21 days against our average, 1n general medical and sur 
gical cases, of about 714 days. 

They destroyed their efficiency of their hospitals and the quality of 
care was less. 

Now, they have constructed, or are developing, a lot of homes for 
the aged and for the chronically ill; consequently, all of these people 
were being dumped on the state even though they could have been very 
well taken care of at home. 

Mr. Springer. When were you over there, Doctor ? 

Dr. Martin. I was over there in the winter of 1951. 

Mr. Springer. I think what you say is true. Now, they seem to 
have conquered that problem to some extent now in that they are in- 
sisting that they take them back home. 

I do not want to get into an argument because I do not approve of 
socialized medicine anyway, but I want to find out what your thinking 
is on this problem. 

Dr. Martin. I do not know of any other way. People pay their 
way by insuring themselves, or by saving, or by getting someone else 
to pay for them. 

Mr. Sprincer. That is what I want to know. That is the essence, 
then, of your general answer as to how they should be cared for. 

Dr. Bauer. May I interpolate something here; that is, the lack of 
facilities for caring for the chronically ill in this country at the pres- 
ent time. There are very few places where chronically ill can be taken 
care of except in general hospitals. 

Now, if they go to general hospitals, several things happen. First 
of all they are keeping somebody who is acutely ill out of a bed; 
second, they are paying about twice as much for it as they should have 
to pay for the type of illness which they have. If we had facilities 
for the care of these chronic invalids, they could be taken care of 
either at their own expense, at far less cost, or on the community’s ex- 
pense at far less cost. 
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I think that is one of the big gaps in our program at the present 
time. We do not have enough facilities for caring for these chron- 
ically ill. 

Mr. Sprincer. That is the person past 60 years of age, is that right ? 

Dr. Bauer. Yes, sir. 

Mr. Sprincer. I think the weakness is, as I see it, and I am pointing 
this out to see if you agree with it, that we have no plan in this country, 
whether it is the Government or whether it is you, nobody has any plan 
for taking care of the low-income groups who ordinarily do not do 
two things: They either do not have enough savings, or they do not 
take prepayment insurance plans. We have no way of caring for 
them, is that true ? 

Dr. Bauer. I would say that was true. I think we have plans in 
many areas for care of the indigent. 

Mr. Sprincer. If you want to put them in as indigent, and I want 
to get away from that because I think that that is the wrong approach. 
If that is your only approach, I want to be sure I am right. 

The other class is your catastrophic illnesses, including those above 
60 years of age. Is that not the weakness that we have, those two 
classes of people? Outside of that you are not finding many objections 
to the medical program, are you ! 

Dr. Martin. There are the problems of the chronically ill and the 
problems of the indigent, and we have to call them some thing. 

Mr. Sprincer. That is the low-income group, is that not right? 
And they have no money to pay. 

Now, doctor, there is one other thing I wanted to ask you. I am 
referring now to the National Consumers survey of medic al costs and 
voluntary health insurance, the Health Information Foundation, is 
that right ? 

Dr. Martin. I have an abstract of it. 

Mr. Sprincer. I want to call to your attention this thing, and I take 
it that it istrue. Table 4 there shows the number of families with in- 
surance and the number of families without insurance, and I want to 
read you these figures: Of the total families surveyed, it was 2,809, 
roughly 2,800. 

Now, those with insurance were 1,780; those without insurance was 
approximately 1,000, Then they go over to the median gross charges. 
And out of that survey of those 2,900 families, those who earned from 
nothing to $2,000, the all- family cost was $54. That was the entire 
group. For those with no insurance, it was $43; but for those with 
insurance, it was $82. 

In that class of people who earn from $2,000 to $3,500, all families 
was $82. Those with no insurance was $54 per family; but those 
with insurance was $103 

In those families from $3,500 to $5,000, all families was $119 per 
family; those with no insurance, however, was $83. Those with in- 
surance was $134. 

In those families with $5,000 to $7,500, all families was $176 per 
family; but those with no insurance it was $105, and those with insur- 
ance was $187. 

In the classes of $7,500 and over, all families was $238; and with 
no insurance it was $185. But with insurance it was $205. 
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Now, doctor, I know that the AMA, as you say, has bee n trying to 
make a fight against this thing; but if this chart is true, of this 2,800 
families, you are not very effective in it then are you, because that 
shows throughout that 2,800 families, in every single instance, thos 
with insurance were charged more than those without. 

Dr. Martin. That does not necessarily mean that. 

Mr. Serincer. Would you like to look at this ¢ 

Dr. Martin. No, Ll wes just asking about the interpretation of it. 
Does that cover their total medical bill, that you are talking about ¢ 

Mr. Springer. Yes, per care. 

Dr. Martin. Yes: there are two other factors that enter into that. 
For instance, our experience with Blue Cross: We started our Blue 
Cross in 1935; we estimated our premium on the basis of seventy-five 
hundredths of a day per policy. After we put that into effect actual 
ly our hospitalization was 1.11 days per policy. 

Now there are two reasons for that: One was there was a con 
siderable number of people who had not had as much hospital care 
as they needed; and when they had their hospital bill paid, they 
were not pressing the doctor to get out of the hospital. They were 
willing to stay there 2 or 3 days longer. 

There was a certain amount of racketeering on it in the sense that 
their bill was paid. And they themselves wanted to stay even be 
yond the point of medical necessity. 

So that the effect of insurance is to increase the cost even on hos 
pitalization. Part of it is justified and part of it is not. 

Mr. Spertncer. | can understand that explanation. And I think 
possibly that explanation is probable, or at least should be in part 
[I happen to have some personal experience on this, as a lawyer, repre 
senting a number of insurance companies, where this thing happened. 

Actually, the doctors, I knew them quite well and they were very 
reputable people in my opinion, and I was very surprised, but they 
seemed to think that that was the thing that should be done. 

I talked to them about it, and their only answer to me was that here 
was somebody who was capable of paying more. 

Dr. Martin. I answered that this morning, also, and I said I was 
quite sure that that was being done, and it is being done in different 
parts of the country to a greater or lesser degree. But it certainly is 
frowned on by us, and we are very strongly of the opinion that it is 
unjustifiable, unethical behavior. If the fee is a fair fee that is some 
thing else. 

Now, there is this provision in Blue Shield, an income level that 
is set in different parts of ccaeaaes, And it is set at different levels. 
Subscribers are bound by the upper limit allowed under that contract. 
If the income is above that level, and that fee is set below the ave rage 
normal fee in that area; but if the income is above that level, it is 
permissible for them to charge an additional fee beyond what the Blue 
Shield provides. Both the patient and the doctor understand that. 

Dr. Baver. There is another factor in that too, Mr. Springer; that 
is, that the more income a person has, the more he is willing to pay 
for medical care. For example, on hospitalization, if I am a per. 
son of very meager income, I am satisfied to accept a semi-private ac 
commodation, but if I am well enough off that I do not want to be in 
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a room with 2 or 3 other people, I want a private room. If I havea 
private room, that is probably going to double the cost of my hos- 
pitalization. 

So that the higher you go in your income level, the more the cost 
is going to be on the patient’s own initiative, and not because he has 
to spend that but because he was willing to. 

Mr. Sprincer. I understand that. I think that that may be an ex- 
planation, at least partially, but I was rather surprised that in each 
one of these classes that the charges were more where there was in- 
surance than where there was no insurance. This was true in every 
single category, most of the time it ran just about twice as much. 
You can read these figures 43 as to 83, and 83 to 134. 

Dr. Marrin. Are those broken down as to the different aspects of 
medical care? Is it twice as much for hospitalization or twice as much 
for the doctors fee, or twice as much for medication ? 

Mr. Sprincer. That is gross medical and hospital services. 

Mr. Heseiton. Would you let me inquire how much time you would 
require. Will you take over the Chair? The chairman wants the 
meeting adjourned until 2 o’clock? 

Do I understand, Doctor, that you are not going to be able to be 
back this afternoon ? 

Dr. Martin. I will not be able to be here. 

Dr. Baver. Do you know how long the meeting would go this after- 
noon, Mr. Heselton ? 

Mr. Hesevton. I have not any idea. 

Dr. Baver. I have to be in New York late this afternoon, I am 
flying, but I could come back for awhile. 

Mr. Sprtncrr. May I have one more question then we will go. I 
want to ask you, Doctor, generally speaking, do you favor these bills? 

Dr. Martin. You are talking about what? 

Mr. Sprincer. I am talking about the Wolverton bills, the six 
Wolverton bills. 

Dr. Martin. I have not any final opinion on it yet because I have 
not reviewed it. 

Mr. Sprrncer. You have not read them at all ? 

Dr. Martin. It is another pig in a poke. 

Mr. Sprincer. I believe that is all. 

Mr. Hesevron. Who is coming back this afternoon ? 

Dr. Atuman. I cannot return this afternoon. We were under the 
impression when we asked to appear here that it would just be yester- 
day, and plans had been made accordingly. 

Mr. Hesevron. I appreciate the difficulty. I am only trying to 
make arrangements. Are there others with you who could testify ? 

Dr. Bauer. Yes, there are others. 

Dr. Martry. We have staff members here that can be here for in- 
formative purposes, of material that we have available. 

Dr. ALLMAN. I just want to comment on the figures that Mr. 
Springer has read to us from the Health Information Foundation, 
and supplementing those just to say that in commenting on_ the 
significance of the survey figures, which he has quoted part of, which 
were released, Mr. Williamson, the director of the Health Information 
Foundation, states and I quote: 


The study underlines the President’s statement that private and nonprofit 
health insurance organizations should be encouraged to offer broader health 
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protection for more families. The problem is to find a mechanism through which 
health needs can be met. Voluntary health insurance, as shown in this study, 
has demonstrated without question its possibilities to go still further as a means 
for financing the health needs of the American people 
Mr. Hesevton. The meeting is adjourned until 2 o’clock. 
(‘Thereupon at 1:25 p. M., a recess was taken until 2 o’clock this 
day.) 


AFTER RECESS 


The CuHammMan. The committee will be in order. 


STATEMENTS OF DR. WALTER B. MARTIN, PRESIDENT-ELECT, 
AMERICAN MEDICAL ASSOCIATION; DR. LOUIS H. BAUER, IM- 
MEDIATE PAST PRESIDENT, AMERICAN MEDICAL ASSOCIATION, 
AND SECRETARY-GENERAL OF THE WORLD MEDICAL ASSOCIA- 
TION; DR. DAVID B. ALLMAN, BOARD OF TRUSTEES, AMERICAN 
MEDICAL ASSOCIATION; AND GEORGE COOLEY, ASSOCIATE SEC- 
RETARY OF THE COUNCIL ON MEDICAL SERVICE, AMERICAN 
MEDICAL ASSOCIATION—Resumed 


Dr. Martin. Mr. Chairman, I was requested by Mr. Eisenhower in 
an interview I had with him a few days ago to meet with the Chair 
man of the General Staff, and that is the reason I was hesitant about 
coming back. As a matter of fact, we were not informed at any time 
that this meeting would go on beyond 1 day. But I got Dr. Louis 

sauer, the immediate past president, to take my place this afternoon 

because I feel that the matters considered by this committee are very 
important, and I want to be able to assure you of all the help we can 
possibly give you. 

I would like to say also that there is a considerable amount of ma 
terial that we have accumulated over a period of 10 years, factual data, 
experience, which we will be glad to submit to the committee. This 
morning I submitted one that I asked to be introduced as a part of 
the record in reference to the voluntary health insurance plan. I do 
not know what you decided about that, but I would like to have that 
included. 

I would also like to have the chairman read the complete letter from 
which he quoted an excerpt this morning. I would like to have that 
a matter of the record. 

The Cuamman. You mean the letter that I read from the SEC? 

Dr. Martty. You read an excerpt from that and intimated that 
there were some things in it that were very much worse. 

The Cuatmman. No, no. You are mistaken. I was speaking of 
a letter that I had received from the Far East, I said, and that is the 
one that I said I would not put in the record because it was rather 
extravagant in its terms. I did not refer to the SEC letter. As a 
matter of fact, that is being made a part of the record in its entirety. 

Dr. Martin. That was the letter. 

Also, yesterday a quotation was made from our statement in refer- 
ence to the Magnuson report. One paragraph was lifted from it and 
quoted. I would like to make our entire statement a part of the record 
so that the meaning of that paragraph will be entirely clear. 
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The Crarrman. You have that privilege, Doctor. You may revise 
and extend your remarks to fully clarify your position, and you may 
submit that. 

Dr. Marry. I will submit, then, as a part of the record, the report 
of the Board of Trustees on the Magnuson report. 

(The document referred to follows:) 


{Reprinted from the Organization Section, the Journal of the American Medical Associa- 
tion, January 24, 1958. Copyright, 1958, by American Medical Association] 


BOARD OF TRUSTEES STATEMENT ON REPORT OF THE TRUMAN 
COMMISSION ON THE HEALTH NEEDS OF THE NATION 


AMERICAN MEDICAL ASSOCIATION 
AMA Vitrws—HeAtta ComMMISSION REPORT 


The President's Commission on the Health Needs of the Nation released the 
first volume of its report on December 18, 1952. Reference to the Executive 
order issued by the President on December 29, 1951, indicates the broad nature 
of the task assigned to this Commission. Comments on this report are made 
with the full understanding of the very wide scope of the assignment and the 
very limited time the Commission had to attempt to accomplish its task. 

It is to be particularly noted that the President’s order directed the Com- 
mission to inquire into the medical needs of the military, defense production, 
the veterans, and the general public. It was further instructed to report on the 
adequacy and prospective supply of physicians and allied professional personnel, 
local public health services, education, and hospital facilities, and the adequacy of 
private and public programs designed to provide methods of financing medical 
care. The Commission was to consider particularly the impact of military and 
defense requirements on civilian health needs. Finally, it was to report on the 
extent of the Federal, State, and local government services in the health fields 
and the desirable level of their expenditures, considering private resources and 
the other financial demands on government. 


NO TIME FOR THOROUGH STUDY 


The Commission, by Executive order, was required to submit its final report 
in 1 year. It has labored arduously and any criticism of its final report must 
be made in the light of the tremendous scope of its assignment in the time 
limit on its activities. The board. however. is not justified in withholding 
criticism on this account, since the impact of such a report, unless subjected to 
careful analysis, may carry undue weight in future discussions of the many 
important problems affecting the health of the American people. 

The Commission has little to offer that is new. The answer proposed for the 
solution to almost every problem is additional Federal funds. Aside from the 
question of how these funds are to be raised, in the background of all of these 
endeavors lurks the shadow of Federal control. This control may come directly 
or by established standards to which all States must conform. These standards 
will not be written into the law but will be established by administrative regu- 
lations. If the pattern laid down in former bills is followed, the administra- 
tive agency will be authorized to set up a plan of its own in any State that does 
not conform to Federal standards. 

The people are interested in a higher quality of medical service. Million are 
already covered by a voluntary plan. An increase in Federal expenditures lead- 
ing to further taxation will give one more twist to the spiral of inflation and 
force a higher premium rate on those millions already protected. The philosophy 
behind this report is barren. While it gives lip service to the responsibility 
of the individual for his own health, it destroys this sense of responsibility by 
insistence on Federal aid from every angle. While it stresses the importance 
of a personal physician, it demeans his standing by unfavorable and false com- 
parisons of his ability to render good medical care as contrasted to the much 
vaunted groups of highly trained specialists. 


PROPOSES WELFARE STATE 


While the report at present is devoid of supportive factual material, the 
basic philosophy underlying it is quite evident. The argument is that health 
is conditioned by food, housing, and education so that control of all of these 
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factors, as well as health measures per se, should come under the direction of an 
all-wise Federal Government. Without naming it, the Commission has described 
the welfare state. It may be just as well to call it by its true name, the Socialist 
state. 

At this point it may be recalled that the Commission was directed to report 
on the extent of Federal, State and local government services in the health 
field and the desirable level of these expenditures considering private resources 
and other financial demands on government. There is little evidence, in volume 
J, that the Commission has seriously considered this part of the directive under 
which it was operating. 


FAILS TO ANSWER 


The Commission also failed to meet another most immediate issue; that is, 
the failure of the Federal Government to coordinate its own activities. The most 
pressing problem in medicine is the conservation of medical resources, and the 
most pressing problem before the country is conservation of its economic re- 
sources. The Board can see little sense in the Government, under the Hospital 
Construction Act (Hill-Burton), spending millions of. dollars constructing 
civilian hospitals and at the same time building up hospital systems in the Army, 
Navy, Air Corps and Veterans’ Administration, beyond the legitimate needs of 
those agencies, and competing with civilian hospitals for scarce health personnel. 
In this process, these Government agencies are competing with each other, and, 
at the same time, competing with private hospitals by caring for many thousands 
of patients that properly belong in civilian hospitals. The problem was placed 
squarely before the Commission and was left unanswered. This is an area where 
facts are most readily available and where constructive recommendations 
could most quickly be put into effeet. 


FEDERALIZES MEDICAL SCHOOLS 


In the field of education, the Commission recommends extension of Federal 
subsidy to schools of medicine and the allied health agencies, not only for con- 
struction and renovation of facilities but directly for operational costs, elimina- 
tion of deficits and for scholarship. It rather naively asserts that public opinion 
would prevent the Federal Government from influencing the policy of these 
schools or the direction of teaching in any way. It might be recalled that during 
the pressing days of the late war medical students were urged to accept Federal 
subsidy without obligation. Now, the Nation urgently demands that they repay 
that obligation by war service. The American Medical Association has declared 
the principle that acceptance of Federal subsidy by medical schools, except in the 
form of one-time grants for construction of facilities, endangers the future in- 
dependence of medical teaching. 

Appraisal at this point is hampered by the fact that the report is being pre- 
sented in the reverse of its proper order. The scientific and logical approach 
would be the presentation of factual material, analysis of the data presented, 
comparison of this data with other material of like nature, presentation of 
conclusions on the basis of facts and, finally, recommendations as to action. The 
reverse has been the procedure in this case. The public is now presented with 
a series of conclusions and recommendations not supported by any factual data 
but based solely on the opinions formed by the members of the Commission. A 
detailed appraisal of the validity of these opinions and recommendations cannot 
be made until the supporting material is available. 

Certain comments, however, are in order at this time, since all of the problems 
discussed in volume I of the Commission's report have long had the thoughtful 
consideration of the American Medical Association and many other allied health 
groups. Furthermore, many of the solutions proposed have been thoroughly 
aired in the halls of the Congress and rejected. 

There are many general statements in the Commission’s report with which the 
association has long been in agreement. When the opinions of honest men 
diverge, it is often on the basis of methods of accomplishing what appear to be 
desirable objectives. We can all agree that the American people should have 
access to the best possible health services. There is no debate on this specific 
objective. There is, however, divergence of opinion as to how and when this 
can best be accomplished. 


AVOIDS PRIME PROBLEMS 


The Commission, in the opinion of the board, fails to meet one of the major 
issues confronting us at the present moment of our history. We are now engaged 
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in a vast world wide struggle which strains our economic and personnel resources. 
To meet the power set against us, we must make the best possible use of our 
total resources in order to protect our nation from foreign aggression and fron 
economic disaster at home, The directive of the President is interpreted in this 
light when he states, among other things, “the Commission is authorized and 
directed to inquire into, and study the extent of Federal, State, and local govern- 
ment services in the health field, and the desirable level of expenditures for such 
purposes, taking into consideration other financial obligations of government 
and the expenditures for health purposes from private sources.” 

The Commission, in its statement in volume I and its recommendations, has 
not met this specific issue. As a practical document, it avoids some of the 
principal problems that now confront us, and in certain instances, overlooks the 
impelling nature of other needs. The Commission, in the course of its report, 
made 33 recommendations for Federal appropriations, covering specific health 
objectives. Since most of these are on a matching basis, it would involve as great 
or greater contributions from State and local government. While the Com- 
mission estimates the total annual contribution of the Federal Government to be 
a little over 1 billion dollars, the total cost to the taxpayers would be more than 
double this amount, assuming that the Commission has made a correct estimate 
of the cost. An analysis of these various recommendations indicates, however, 
that the ultimate cost would be greatly in excess of the estimate made by the 
Commission. One pertinent economic question at this point is, can the people 
of this country, at this time or in the foreseeable future, take on this additional 
tax burden? 


COMPULSORY HEALTH INSURANCE AGAIN 


The Commission, in advocating compulsory health insurance for a large seg- 
ment of our population, is running directly counter to the opinion of the Nation 
as expressed by thousands of organizations and as overwhelmingly demonstrated 
at the polls As previously stated by Dr. Louis H. Bauer, president of the 
American Medical Association, ‘The Commission proposes that funds collected 
through the Social Security System be used to purchase medical care for bene- 
ficiaries (now 414 million) covered by that system. Under this plan, the Federal 
Government, through payroll! deductions, would pay directly for the medical care 
of an ever-increasingly segment of our population, and our health services would 
inevitably be controlled by ‘Big Gove ‘rnme =, 

The report in many of its parts is illogical and contradictory. Nowhere is this 
more evident than in the ing aialaaiiie Hecsiuden of its proposal for a combined 
health and security dep. artment. There is no definition of the relationship of 
these two segments nor of how the expanding activities of military and veterans’ 
medicine could be ion ght under control or coordinated with civilian medical 
reeds and other medieal functions of the Federal Government. Thinking is 
obscure on how a Federal agency that establishes standards and patterns can 
at the same time stimulate “a flow of new ideas and plans for the strengthening 
of our health services coming from States and localities into the Federal Govern- 
ment.” 

The Board is fully aware that it is not in possession of all of the material that 
came before the Commission, and it awaits the publication of these facts, in full 
report, before reaching final sora ney In volume I, brief references are noted 
to the tremendous advances made by American medicine, in the last half century, 
without benefit of any large contribution from the Federal Government and with- 
out Federal standardization. The Board is therefore somewhat confused by the 
Commission’s strong and repeated urging that the health of the American people 
can only be secured by wide-spread invasion by the Federal Government into 
almost every phase of medical activity. 

The CHarmrman. My preliminary questions will deal in a measure 
with the two bills that hs ave been introduced. First, a bill has been 
intorduced, H. R. 6951, which would authorize FHA type of private 
financing for medical facilities. Approximately $25 billion in 
homes has been financed through private banking institutions in this 
manner. In principle, would you favor such type of loans for medi- 
cal facilities ? 

Dr. Martin. What bill was that, Mr. Chairman ? 

The Cnuatrman. H. R.6951. I have indicated that it is drawn upon 
and involves the same principles as that which applies to our Federal 
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housing legislation. I ask merely whether in principle you would 
favor such type of loans for medical facilities. 

Dr. Martin. I have not read the bill and I don’t know what prin 
ciple it involves. As I stated this morning, we have a regular pro 
cedure for considering bills before the Congress with a careful study 
and review. They are sent to our departments for analysis, are re 
ported on by our legislative committee, and come before the board of 
trustees with an analysis of the bills. After full discussion we decide 
whether we will support the bill, oppose it in part or in W hole, or take 
no action. 

I am not ready to comment on any bill that I have not seen, because 
I think I would commit other members of the board to a policy that 
lam not authorized to commite them to. 

The CuarrMan, There is no intention upon my part by my questions 
to commite you to the detailed provisions that are cont: ained in H. R. 
6951. I thought I had made that clear. I am merely asking—and 
I will ask the question with the entire elimination of H. R. 6951—do 
you favor FHA type of loans for housing ¢ 

Dr. Martin. I have never had any connection with it, myself, an 
Iam not at all familiar with the mechanics of it. 

The Cuatrman. The underlying principle is that the Goevrnment 
guarantees up to a certain ena the advancement of funds by 
banking institutions. Do you favor that sort of principle in its ap 
plication to the buil ling of medical fac ilities ? 

Dr. Marrry. Mr. Chairman, that is a question of general principle 
that I am not competent to pass on. I am not a aeinaaibineae al 
financier, or a builder of a borrower from the Federal Government. 
I see no reason in a medical hearing why I should commit myself one 
way or another on a matter that I am ignorant of. 

The Cuatrman. We would like to know whether you would object 
to the application to medical facilities of a principle that would 
enable the Federal Government to gauarantee a percentage of loans 
to banking institutions that loan for the building of medical facilities. 

Dr. Martin. I see no reason for my answering that question. Our 
opinion will come in on that when we review the bill and testify 
before the committee that has the hearings on the bill. 

The Caatrman. We are going to draw legislation, and one of the 
features that has been presented is to apply to the building of medical 
facilities the same principle that. has been utilized for so many years 
now in the providing of funds for housing for our people. 

Dr. Martin. My understanding was that the bill had already been 
drawn, and the bill—— 

The Cuatrman. For the purpose of this question, I have asked that 
we ignore any particular piece of legislation entirely. I am asking 
now merely on a question of principle. If you do not have any idea 
yourself personally as an individual citizen, if you do not have know! 
edge as an individual citizen as to the application of this principle 
in our housing and whether it would fit into medical facilities, I will 
not take up time to press the question. 

Dr. Martin. All right. I would prefer not to, simply because the 
bill is drawn, and it can serve no useful purpose to answer that ques- 
tion because the bill is already drawn and has been submitted. We 
will review the bill and our opinion on it will be based on the total 
picture presented in the bill. 
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The CuarMan. If there was not another word of testimony offered 
other than my statement, it certainly, in my opinion, should enable 
you, if you wished to do it, to make a statement as to whether you 
favor that principle or not. 

Dr. Martin. I do not wish to make a statement at this time, Mr. 
Chairman. 

The Cuatrman. So, you would have no opinion as to whether it 
would be proper or improper for the Federal Government to guaran- 
tee loans for the building of hospitals or other medical facilities? 

Dr. Martin. I may or may not have an opinion, but at the present 
time I do not wish to express it until I have reviewed the bill. 

The CHatrman. Would you have to see a bill to decide on that 
principle, either for or against the principle ¢ 

Dr. Marrin. That is my choice. 

The Cuaimman. The bill might be drawn along some line that you 
might indicate it should be, if you are in favor of the principle. If 
you are opposed to the principle, then it would not make any differ- 
ence what kind of bill was drawn. 

Dr. Martin. The bill is already drawn, and what I feel would have 
no influence on the drawing of the bill now. I prefer to consider the 
matter as a whole. 

The CrarrMan. Are you against group practice of medicine? 

Dr. Martin. No. 

Mr. Doturver. Will the chairman yield ? 

The CHatrMan. Certainly. 

Mr. Do.utver. I would like the witness to define what he means by 
the group practice of medicine. 

Dr. Martin. There are several possible definitions. 

Mr. Dotuiver. Elaborate on the subject, please. 

Dr. Martin. There is an association, I believe, of group practi- 
tioners, and their definition is where a group of specialists come to- 
gether representing—I am quoting from memory—where a group of 
specialists organize together to give complete medical care, and they 
include at least 7 different types of specialties. I believe they include 
general practice in that, general practice and maybe 6 specialists, with 
the idea that that group is varied enough and competent enough to 
give not only general care but specialist care to 1 individual. 

Mr. Dottiver. Can you specify those 6? 

Dr. Marrin. That is not my definition of the group. That is the 
definition that their association has formulated, so I understand. 
The groups are of different sizes and magnitudes. I think the gen- 
eral idea of group practice is where a number of men in allied fields 
of medicine practice medicine together and submit 1 bill to the patient 
for overall service. 

Mr. Dotiaiver. Will you specify the specialties which these 7 indi- 
viduals in the group would encompass ? 

Dr. Martin. They surely would have an internist and a general 
surgeon. They would have a pediatrician and an obstetrician. That 
would be 4. The general practitioner would make 5. They probably 
would have a nose and throat man, which would be 6. They might 
have the surgery divided. They might have a urologist, for example, 
who would take care of the urinary tract. 
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Roughly speaking, I think that probably would be the way, although 
I imagine they overlap a good deal, and that would not be a rigid 
formula. 

Mr. Dotirver. How about a bone or a skin man # 

Dr. Martin. They might have a dermatologist. They might have 
an orthopedist. If it wus a large group they would have a specialist in 
lung surgery. If it was a very large group they would have a special 
ist in urological surgery. There are any number of additional special- 
ists who might be added to the group. 

That pattern is followed in developing our hospital system. We 
have hospitals of different size and different equipment and different 
staffs. For instance, in my State, in planning for our overall] hospital! 
setup, we visualize four hospital centers, and then the secondary hos 
pitals. The large centers have a large number of beds, with special- 
ists in every field, including urology, lung surgery, and the various 
fields that have to work ina |: arge group because of the relatively small 
amount of work in that particular field. 

Then the secondary hospitals have maybe 250 beds, in the secondary 
cities, which will have not all of those specialties. They will drop out 
the urological surgeon, they will drop out the surgeon on diseases of 
the chest, and maybe some others. Most of them include a psychia 
trist. We didn’t mention that in our group of specialties. 

So the group may be large or small. It may be set up to meet every 
possible need that may develop. Their purpose is to act as a referring 
center to which patients from these other hospitals who have some 
unusual condition can be referred, where all the special facilities are 
available. 

Mr. Dotatver. Does the American Medical Association or some simi 
lar group have a standard list of the various specialties in the medical 
field ? 

Dr. Martin. Yes. 

Mr. Dotiiver. How many are there? 

Dr. Martin. I believe there are now 18 boards that qualify a man 
by examination in certain fields of specialties. There are 18 main 
specialties. Then there are several subspecialties. You understand 
what I mean. 

Mr. Dotiiver. For example ? 

Dr. Martin. For seaman. in internal medicine we have the sub- 
specialty of cardiology and the subspecialty of allergy. They have a 
board that examines people for their qualifications to be a specialist in 
allergies. That is a subboard of the main board of internal medicine. 

Mr. Dotuiver. Are these various boards under the control or juris- 
diction of the AMA ? 

Dr. Martin. No. Those boards are set up jointly between the 
special societies that they represent, we will say, the American Society 
on Cardiology and the scientific section on cardiology of the Ameri- 
can Medical Association. That is in no way an administrative part of 
the AMA. It isa scientific section on cardiology. 

For example, there is a board on internal medicine, which is set up 
by the American College of Physicians and the section on internal 
medicine of the American Medical Association. Then they have an 
advisory board on medical specialties which is composed of representa- 
tives from each of the specialties that has examining boards, and a 
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representative from the scientific sections of the American Medical 
Association, representatives of the American Hospital Association, 
and other groups that have a direct interest in the practice of medicine. 

Mr. Do.iiver. I was talking to a young medical student last sum- 
mer. I asked him what he was going to specialize in, and he said he 
was going to specialize in skin diseases and all contained therein. I 
was wondering now, suppose that young man upon his graduation 
from medical school should desire to become a specialist, let us say, 
in bone structure and bone diseases, what would be his procedure? 
How long would it take him? What would he have to do? What 
would be his expense ? 

Dr. Martin. As I said, there are 18 of these main specialties, and 
each one has its own particular requirements. There are certain gen- 
eral requirements. They have to be a citizen of the United States. 
They have to be of ethical character. They have to have graduated 
from a class A medical school. Those are the basic requirements. 

In my particular branch of internal medicine—I am a member, ¢ 
diplomate of the American Board of Internal Medicine—the quali- 
fications are so many years of postgraduate training. 

Mr. Do.tiver. How many? 

Dr. Marin. Four years of postgraduate or—here is the important 
thing—a man can take 1 year of training and practice medicine as a 
general practitioner for 12 years and be permitted to take the board. 
Whether he passes or not de pends on how much he has learned. If he 
takes 2 years of postgraduate training he is permitted to take the ex- 
amination in 9 years. If he takes 3 years of postgraduate training, he 
is permitted to take the examination in 5 years. If he takes the full 
4 years, he is required to practice medicine for 2 years before he is 
per mitted to take the board. 

So, there is an open door there. 7 a man is not financially able to 
go ahead and take the full 4 years of postgraduate training after he 
has completed 4 years of college and 4 years of medicine, he has that 
other avenue by which he can progress up the ladder, if you call it 
the ladder, into a spee ialty. 

In the 18 different specialties and the subspecialties, each board has 
it own requireemnts. I could not give you the detailed requirements, 
but the last number of the issue of the American Medical Association 
on Interns and Residencies has that all in detail. If the committee 
is interested in that, I will have a copy of it submitted to the com- 
mittee for their examination. 

Mr. Dotiiver. Thank you, Mr. Chairman. 

The Crramman. Coming back to the subject that I was discussing 
when I yielded to my colleagues, I wish to ask again, to get it sts arted, 
are you against group practice ? 

Dr. Martin. No, I am not. 

Che Carman. Are you against prepaid medical plans? 

Dr. Martin. No, I am not. That is the opinion of the AMA, it is 
not my pinion, on both those answers / 

The Cuamman. Would you favor the FHA type of private financ- 
ing for medical facilities if they were not limited to group practice 
and prepaid medical plans? 

Dr. Martry. Mr. Chairman, I don’t know how many times T have 
got to say that at the present moment I do not want to express an 
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opinion on that until I see the specific bill which is intended to imple- 
ment that and have had a chance to study it. 

The Cuarirman. I will try to avoid any reference to it, if that is 
more appealing to you, even though it is not satisfying to the com- 
mittee. I tried to phr: ise it in different ways to see if there was any 
gradation in your viewpoint, but I gather from what you say that 
you do not want me to introd:ice any question at all which has any 
reference to the theory of Federal housing; is that true 4 

Dr. Marrin. I did not hear that, sir. 

The CuatrmMan. I assume from your answer that you do not wish 
me to propound any question that in any way relates to the theory 
that underlies Federal housing. 

Dr. Martry. Mr. Chairman, I am going to put no limit on the 
questions you ask, but I reserve the privilege not to answer on ques- 
tions that I am not familiar with. 

The CuarrMan. I want you to feel that way, Doctor, and certainly 
we would not want you to answer on any matter that you did not 
know what you were talking about. 

Dr. Martin. I am not just being contrary. 

The CuarrmMan. That is all right. 

Dr. Martin. I am just like the little boby—“trying to get along.” 

The CuarrMan. I am just trying to find out, after this long ex- 
perie nee of the AMA in dealing with the welfare of the health of this 
Nation, to what extent they have formed opinions on matters that I 
think have a very direct relations ship. 

Dr. Marrry. We will express an opinion in our hearing before the 
committee on any bill. 

The Cuarrmman. I am hope ful that it will be definite enough that 
you will be either for or against it. 

Dr. Marrin. It will be quite definite, sir 

The CyHatrmMan. Do you think that doctors should take the initi- 
ative in setting up pre paid medical Pp ylans and grou ip pract ce? 

Dr. Martrx. Manv of them have for a long time. 

The CHarrman. Do you think they should be encouraged in that? 

Dr. Martin. Yes. 

The CuarrmMan. What has the AMA done to encourage it ? 

Dr. Martin. I think there is some question as to when group prac- 
tice is better than other forms of practice. That is a question that it 
takes quite a long time to determine. I think under certain circum 
stances it ought to be encouraged, and other cire umstances not. I 
think that again is an individual question pertaining to the particular 
area and the particular community. 

The Cuamman. What has the AMA done to encourage the forma- 
tion of medical plans with group practice ¢ 

Dr. Martin. We have made very extensive studies of group prac- 
tice and their cost. We have drawn plans for buildings in which 
group practice could be carried out and the type of group practice that 
might be suitable in certain areas. We have published some consider- 
able material on that. 

Do we have anything on that group practice in your material there ? 

This is Mr. George Cooley, of the council on medical service of the 
American Medical Association. 
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Mr. Coo.try. You asked about group practice, sir? 

The Cuarrman. Yes. 

Mr. Cooter. We have a loan kit on group practice, a rather exten- 
sive kit, which includes all the information that we could find in re- 
gard to the partnership arrangement, in regard to the types of facil- 
ities, in regard to the problems that they encounter in organizing 
group practice, in regard to the types of specialties that might get 
together, and things of that sort. We have made those available to 
doctors, particularly since the war, because there has been a great deal 
of interest in group practice since the war. We have six kits on hand, 
and I will say that they are out most of the time. We keep a waiting 
list. 

At the present time, in order to bring that information up to date, 
we are cooperating with the American Association of Medical Clinics 
and the National Association of Clinie Managers—the first is a physi- 
cians’ group, and the second is a lay group of individuals who manage 
clinics—in a group practice study. We are going to send a team out 
and visit a representative group of group practices. We have a ques- 
tionnaire that we are going to take with us, showing the kind of 
information that we would like to have. We are not going to send 
it out expecting to get a return. We are going to take it out so we 
will have firsthand knowledge of what the facts and what the an- 
swers will be. 

In addition, we are getting together a set of materials showing blue- 
prints of various size buildings that are suitable for group practice 
or clinic facilities, all the way ‘from a small one in a small community 
to one probably with 20 or 30 doctors. 

The CuarrmMan. Have you in that study determined how the provid- 
ing of those facilities will be financed ¢ 

Mr. Cootry. No, sir. This is a study itself of group practice as far 
as the physici lans are concerned. 

The Cuatrman. I understood you to say that you were encouraging 
the formation of group practice, which undoubtedly would require 
facilities. So I am asking if your study has gone far enough to indi- 
cate to us what you think should be the plan for financing those 
facilities. 

Mr. Cootey. We have never had the question come to us from 
individual doctors in regard to the financing of them. 

The CHamrMan. Has it ever come to your attention that they have 
difficulty in raising funds? 

Mr. Cootry. I have never had doctors that I have interviewed or 
talked with or have had letters from, which have asked us how they 
could get the money for one. Most of their concern is how we can 
get together. 

The Cuamman. I see. I think from the information that has come 
to this committee in the course of these hearings, it would be very 
appropriate and extremely proper if that committee would also make 
some study of the means of financing facilities, because we have found, 
as a result of the hearings, that there is a very real need for a financial 
setup that would enable these group doctors to practice to the extent 
that would seem their desire and that we would feel might be 
necessary. 
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Mr. Cootry. Our study will include the cost of the facilities, of the 
clinics that we visit, the cost of operation, the way the doctors dis- 
tribute the money among themselves, and things of that sort. It 
will not include how they get the money to finance the cost of the 
clinic. 

The CHamman. Would you agree with me that if there were an 
easy way of financing, it would be very helpful in forming these 
groups throughout the country? In other words, if they had plenty 
of money, would it be helpful? 

Mr. Cooter. We have never had brought to our attention the fact 
that the unavailability of money has kept doctors from forming 
groups. There have been other problems than financial problems. 

The CHammaNn. It seems strange, does it not, that it never has come 
to your attention and it has come to the committee ? 

Mr. Cootry. Sir, vou are from many parts of the country—— 

The CHatrman. I suggest to you that you read the committee’s 
testimony over a period of weeks and make up your mind yourself 
whether you think there is that need or not, and if there is, I certainly 
think it would be helpful if you would make a study and a recom 
mendation as to the type of financing there should be. 

Mr. Cootry. Mr. Chairman, we are cooperating with the American 
Association of Medical Clinies, which is an organization of physicians 
who have clinics at the present time, and the National Association of 
Clinic Managers, which is an organization of managers of existing 
clinics. I would guess that between the three of us we will probably 
run across that if it does exist. 

The CHarrMan. I hope so. 

Mr. Hesevton. Will you yield for a moment, Mr. Chairman ‘ 

The CHarrmMan. Yes. 

Mr. Hesevron. Doctor, how long has that been available? 

Mr. Cooter. I am not a doctor, sir. The loan kit? 

Mr. Heserton. Yes. 

Mr. Cootry. Right after World War II the American Medical 
Association sent a questionnaire to all the returning servicemen. I 
forget the number, but it was somewhere around 50,000. One of the 
things that returning servicemen were interested in was group and 
clinic practice. At that time we had a great many of them come in 
the office and write in the office, and that is when we started. I would 
say about 1945. 

Mr. Hesriron. Do you mean the kits were available in 1945? 

Mr. Cootry. I say we started making it available about 1945. 

Mr. Hesevron. Do you have any exact recollection of how many 
groups have requested the kit and how many received it 

Mr. Cootry. No, I don’t. We probably could check, but I don't, 
myself. 

Mr. Hesevron. A large or a relatively small number? 

Mr. Coortry. You mean have we sent it out to a relatively large 
number of doctors ¢ 

Mr. Heserron. Yes. 

Mr. Cootry. The “relatively” would be the hard question. We 
could figure out the number and give that to you, and you can decide 
whether it is large or small. 

Mr. Heseiron. We will pass that for a moment. 
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Do you have any knowledge of any group which has been set up 
after studying the kit ¢ 

Mr. Cootry. Do 1% No, sir. We don’t follow through on that. 

Mr. Hesevron. You mean by that that there has been no group set 
up, or you jus st do not h: ave any know ledge of it 

Mr. Cootry. I don’t have any personal knowledge of them. 

Mr. Hesevron. That is all, Mr. Chairman. 

The Cuatrman. Could you describe for us what this kit consists 
of? Would you, please ¢ 

Mr. Cootry. The doctors are interested in a number of things. They 
are interested first in how many specialties we should get together, 
how many types of physicians. We have tried to get together exist- 
ing information, talks and speeches and things of that sort, which 
describe that sort of factor. 

Then they are interested in the relationship bewteen physicians, 
that is, the partnership relations ship, the legal relationship. We have 
tried to get together from existing sources the information that we 
could on that, and have put that in there. They are inerested in the 
problems that a group practice faces when they set up and when they 
continue. 

There have been a number of articles and a number of talks which 
have been given by individuals in group practice expressing the prob- 
lems they have run up against. We have tried to get material on 
that and put it in the kit. 

Finally, they are interested in the physical facilities. We have tried 
to get together some descr iptions of possible physic al facilities so they 
could at least see what they were going to have to put together in terms 
of dollars and cents to get started. 

There is one more thing they are interested in, and that is the division 
of the money among themselves. There is little or no information 
available in regard to that. We hope to get that particularly in our 
study. 

The Cuatrman. What does that kit look like, so far as size is con- 
cerned / 

Mr. Cooiry. It is a regular 814 by 11 folder, a cardboard folder, 
probably that thick [indicating], with material put in it. 

The Cuarrman. How many of them do you have / 

Mr. Cootry. We have six of them, and we loan them all the time. 

The Cuarrman. How many practicing physicians are there ¢ 

Mr. Cootry. I don’t know. 

The CratrMan. 220,000, approximately. How many belong to 
your organization ‘ 

Mr. Cootry. 140,000, 

The Cuarrman. 140,000. How many counties are there / 

Mr. Coo.ry. 1,930, ap proximately, 

The Cuarrman. There are over 3,000 counties, and you have organ- 
izations 1n 1,987, either counties or regions: is that right ? 

Mr. Coo.ery. 1,930, sir. 

The CHairman. How many graduates are there each year in medi- 
cine; something over 6,000? 

Dr. Martin. Almost 7,000. 

The Cuatrman. About 6,817, or some such figure. 

Dr. Martin. I have that figure. 
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The CuHatrMan. Do you not think that six kits would not cover very 
many individuals? 

Mr. Cootzy. Mr. Chairman, you understand that we send these out 
on request, We find that 6 kits continually sent out for a 2 weeks’ 
period covers our requests. 

The CHarrMan. You said you had a waiting list. 

Mr. Cooitry. Yes, we always have doctors who want the kit when 
new ones come in. If we needed 10 or 15 kits, we have the money to 
add them if we thought we needed them. 

The CHairMan. Maybe six kits are sufficient. You are better able 
to judge that than I am. 

Mr. Priest. I want to ask a question just at this point on this sub- 
ject, if I may. 

Is it your opinion, Doctor, that group practice is one of the essentials 
if voluntary prepaid health insurance plans are to work effectively ‘ 

Dr. Martin. Not necessarily, because in any one year only 1 out. of 
8 people require hospital care. The big m: jority of the illnesses that 
people have are taken care of by gener: al practitioners outside of hos- 
pitals or clinics. It would be tremendously expensive and economi- 
cally unsound to overbuild on group practice, because our conception of 
medicine is that the base rock of good medicine is good general prac- 
tice. A good general practitioner knows when a patient should be 
referred for general diagnostic study or for special treatment outside 
of his particular field. If medicine were finally wound up in just a 


large number of group practitioners, I think harm would be done to 
the overall quality of medicine. 

I would like to say this, also: There are certain fashions in medicine. 
After the First World War, after a lot of soldiers had been in the 
Army and had worked in hospitals, there was quite a rise in group 
practice. That tended to fall off, and that revived again after the 
Second World War. It isa little uncertain just how great the demand 
for it is. I think the fact that these six kits are kept going all the 
time, and the thought that there might be need for some more, is an 
indication there is interest in it. 

Mr. Priest. I asked the question at that point because I felt some- 
what as the chairman felt, that possibly six kits was a rather small 
kitty, if I might put it that way—— 

The Cuarrman. It shows your familiarity with a subject I did not 
know the gentleman was aware of. 

Mr. Priest. For what apparently might be a rather wide demand. 

I believe in response to a question this morning from Mr. Williams 
or Mr. Thornberry, you gave figures, Dr. Martin, to the effect that 
there are more specialists than there are general practitioners. 

Dr. Martin. No, sir. 

Mr. Priest. I must have misunderstood. 

Dr. Martin. There are about 48,000 to 50,000 qualified board spe- 
cialists. I am quoting now from memory. There are about 23,000 
to 25,000 men who do general practice but have a special interest in 
some particular branch. They may be doing surgery in addition to 
general practice, and some are very good surgeons. The remainder 
of them, something like 73,000, are general practitioners. 

This is rated, not on your 220,000, Mr. Chairman, but the residual 
number that you get after you subtract the men who are in institu- 
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tional work, teachers, in the Armed Forces, and so forth. The residual 
group of, as I recall it, about 73,000—I have those figures here, but 
they are not right in front of me—are straight-out general practi- 
tioners. 

Mr. Priest. It would seem to me—and the committee may have per- 
haps the same recollection—that running throughout much of the 
testimony that we have had with reference to various types of vol- 
untary prepaid plans, one of the fundamentals that has been stressed 
in nearly every plan has been group practice; that some partnership 
or group-practice plan was one of the essentials. 

I wanted to know particularly in view of the questions that have 
heen asked prior to this question, just how you felt about that insofar 
as its being essential to the successful operation of voluntary plans 
is concerned. 

Dr. Martin. Group practice is often a very good thing. It isn’t 
the only answer to good medicine. Obviously there are many areas, 
small towns and so forth, that could not support all the specialists 
that go into a group. They have to be very much like our general 
hospitals that not only take care of a local group of patients with 
their minor ills, but do a referred practice from general practitioners 
who sort out the cases that need that type of survey and that type of 
care, you see. 

So, there is a limit to the development of group practice, and if it 
went beyond that it might be harmful. There is a limit also that if 
you could not have enough of them, it also might be harmful. 

There is a considerable amount of diffierence of opinion as to just 
where that line lies, how many of them we need. At the present time 
moment in the general hospital field, certain areas of the country are 
overbuilt with general hospital beds. We need now a different type 
of bed. We need beds for the chronically ill, which can be operated 
on a less expensive scale and release beds in general hospitals. 

Medicine is in a transitional stage in many ways in the methods of 
practice and the application of that to the best medical welfare of the 
people. There isn’t any absolute, set formula that anyone could devise 
at the present time and say this is the formula that ought to be fol- 
lowed. It varies in Arizona and Rhode Island and Florida and Michi- 
gan according to density of population, the type of population you 
have, and various things of that kind, which make any fixed plan not 
generally applicable to the country. 

Mr. Rocers. Will the gentleman yield ? 

Mr. Priest. I yield. 

Mr. Rogers. Dr. Martin, what is your attitude, the attitude of the 
American Medical Association, with reference to advertising? 

Dr. Martin. I think I answered that question this morning. 

Mr. Rogers. I was not here. I did not hear you. 

Dr. Martin. The general attitude toward advertising by doctors 
I think you might say is based on the fact that advertising is done by 
quacks, and they often give promises they can’t fulfill. If a group 
or a service plan is set up, it is perfectly legitimate for them to adver- 
tise what they actually have, you see; not to hold out promises of 
unusual treatment or of unusual skill, because that is a question that 
has to be demonstrated scientifically. 

Mr. Rogers. What about advertisements that some specialist might 
have? Suppose they had someone outstanding and they were to ad- 
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vertise this as being an extraordinary specialty ; that would be unethi- 
cal: would it? 

Dr. Martin. | think that is unethical, because a doctor’s reputation 
stands on what he produces. 

We have here what our code of ethics says: 

Solicitation of patients, directly or indirectly, by a physician, by groups of 
physicians or by institutions or organizations, is unethical. This principle pro- 
tects the public from the advertising and sale of medical care by establishing the 
easily discernible and generally recognizable distinction between him and the 
ethical physician. 

Among unethical practices are included the not always obvious device of 
furnishing or inspiring newspaper or magazine comments concerning cases in 
which the physician or the group or institution has been or is concerned. Self 
laudation defies the tradition and lowers the moral standards of the medical 
profession, They are an infraction of good taste and are disapproved 

Mr. Rocers. Thank you. 

Mr. Hesertron. Mr. Chairman. 

The Cuarrman. Have you finished, Mr. Priest? Do you yield 
back to the chairman ? 

Mr. Priest. Yes. 

The Cuatrman. The gentleman from Massachusetts. 

Mr. Heseiron. I want the clerk to hand you a book which has 
been submitted to the committee entitled, “A Comprehensive Program 
of Prepaid Medical Care,” by the Health Insurance Plan of New York. 
I wish you would examine that and indicate what, if any, objections 
there are to it in terms of its being circulated as an advertisement. 

Dr. Martin. What plan is that? 

Mr. Hesevton. The HIP. I do not want you to answer it now, 
because it would take too much time, but I wish you would submit 
your answer to the committee. 

Dr. Marttn. You mean you want to know whether we would object 
to this? 

Mr. Hesetron. Yes. 

Dr. Martin. No, we don’t object to that. That is similar to many 
pamphlets that we have. I think Dr. Bauer explained to this com- 
mittee yesterday what it is. The AMA has taken no action on HIP. 
There is some controversy locally in New York about it, and I think 
Dr. Bauer explained yesterday what the difficulty was. 

Mr. HesExTon. My recollection, Mr. Chairman, was that I asked 
the witness who was testifying for HIP if they circulated these pam- 
phlets, and he said no. I asked him why not. He said because it 
was considerd to be in violation of the code of ethics to advertise. 

Do I understand you to say categorically here and now that that is 
not in violation ? 

Dr. Martin. As I glance at this thing, without having— 

Mr. Heserton. Let’s not take the time to carry on. 

Dr. Martin. If this is what I think it is, glancing at it, it is 
descriptive literature of what their plan offers and what services 
they offer, and there is no objection to it. I would have to read this 
earefully ¢ and write you a letter about that. 

Mr. Heserron. Will you give us your considered opinion when you 
have done so? 

Dr. Martin. Do you want me to write you or the chairman? 

Mr. Heseuron. Write to the chairman. 
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The Cuamman. We will just make it a part of your remarks at 
this point in the record. You have the right, when you have finished, 
to revise and extend your remarks as you may wish. 

Dr. Martin. I do not want to revise them. 

The Cuamman. So long as there is no change in the contents of 
what you have said as a witness, if you wish to clarify your remarks 
you have that privilege. 

Dr. Martin. Mr. Cooley, who is here, can read this while I am 
talking, and he probably can tell me what the content of it is and I 
can answer that a little bit later. He is quite well acquainted with 
most of these plans and their literature. 

Mr. Hesetron. I do not want to impose on you, but I wanted the 
official AMA statement. 

Mr. Coorry. If you want the official AMA statement on this, it 
would have to go to the Judicial Council of the American Medical 
Association. We don’t pass on ethics, nor does anyone outside the 
judicial council. We can’t pass on judicial matters. That is for the 
judicial council. 

Mr. Hesevton. How long would it take the judicial council to pass 
on it? 

Mr. Cooitry. That is a question I can’t answer. 

The Cuatrman. I think you also would have to have in mind that 
the American Medical Association, so far as I know, has not as yet 
given its seal of acceptance to the HIP. I have before me a book 
which is entitled, “Voluntary Prepayment Medical Benefit Plans,” 
dated 1953, issued by the Council on Medical Service of the American 
Medical Association. It consists of approximately 150 to 160 pages. 
It contains a great amount of worthwhile information with respect 
to different plans in different parts of the Nation. In addition to that 
it also sets forth a list of the organizations in the several States that 
have been given the seal of acceptance by the AMA. I do not see in the 
State of New York that you have given the seal of acceptance to the 
HIP. In fact, it is a very limited number that has been given that 
acceptance in the State of New York. I have it here, appearing on 
page 151 and page 152 of this statement. 

It would seem as if the American Medical Association, as it is set 
forth on page 148 of this report, has adopted standards of acceptance 
for medical care plans. 

That prompts me to ask whether it would be objectionable to the 
AMA if the standards of acceptance for medical care plans as set 
forth in this book were adopted in law ? 

Dr. Martin. I think those standards may have to change from time 
to time. I think it is very dangerous at times to adopt in a Federal 
law regulatory mechanisms than can be worked out on a voluntary 
basis. 

The CuatrMan. Would it be socialized medicine or an evidence of 
it or a tendency toward it 

Dr. Martin. No, I think it would be a tendency 

The CuarrMan. Pardon me just a minute. If the Congress, in its 
endeavor to provide a proper health program, should adopt legisla- 
tion that would recognize the usability of group insurance and include 
as part of that legislation this standard that has been adopted by the 
American Medical Association. 
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Dr. Martin. Answering your question whether that is socialized 
medicine, it isnot. It is Federal regulatory control of an operational 
procedure. Ours are rec ommendations. We say that there are cer- 
tain things that ought to go in for the protection of the subscriber. 
That is our opinion; it doesn’t have to be ac ‘epted. 

Many plans will submit evidence that they have accepted those and 
their plans come up to our standards. All we do is simply give them 
a seal of acceptance. 

I believe the educational approach on that particular thing is bet 
ter than the regulatory approach by law. 

The CHarrMan. What I am trying to find out is, Is it more objec- 
tionable for the Government to set up a set of standards such as I 
have referred to than it is for the American Medical Society to do so? 

Dr. Martin. The American Medical Society standards do not have 
the force of law. Nobody has to do it. We say in our judgment and 
experience that for the protection of everyone concerned, those stand- 
ards are desirable. We do not say that this is the law of the land and 
that everybody has to meet it. 

The CuHatRMAN. You are aware, though, that you have adopted that 
and have made that practically compulsory upon those to whom you 
have given the seal of acceptance ; are you not ¢ 

Dr. Martin. We have in no way made it compulsory. There is no 
way we can make it compulsory. 

The Cuamman. Immediately following those standards, which ap- 
pear on page 148 of this report of the American Medical Association, 
is a table I, entitled “Medical Society Sponsored or Approved.” I 
would assume from that that their acceptance had a connection with 
their carrying out these standards which have been fixed by your 
association. 

Dr. Marrry. If you look at the Loos Clinic there, you will find 
that the council accepted. That had no connection with any medical 
society. Many of them do not have. 

The CuateMan. Maybe I could find out in a different way what the 
real significance of this is by saying that I note that in the State of 
California, the Kaiser plan, for instance, is not mentioned. Does that 
mean that the Kaiser plan does not measure up to those standards? 

Dr. Martin. I don't know, Mr. Cooley, whether the Kaiser plan 
has ever supplied material or requested approval. 

Mr. Cooley is on the council on medical service. 

The CuatrmMan. How about the recognition of Dr. Lee at Palo 
Alto? I do not see that mentioned. 

Dr. Martin. He has a rather restricted plan, hasn’t he, with refer- 
ence to the medical school ? 

Mr. Cooxey. It is just at Stanford. 

Dr. Martin, It is a limited plan at Stanford University. 

Mr. Younecer. Mr. Chairman, just to correct the record, I think Dr. 
Lee’s testimony shows that they are members outside of Stanford. 
They serve Palo Alto, and they have some 60 doctors on their staff who 
work part time in addition to the full-time partners. 

Dr. Martin. I was speaking from just an impression, without abso- 
lute knowledge. 

Mr. YounGer. I wanted to correct the record only. 

Dr, Martin. I don’t know whether Dr. Lee has ever applied for ac- 
creditation, for council acceptance. 
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The Cuarrman. I also notice that there is no recognition given to 
the St. Louis Labor Health Institute. Is that because they do not 
comply with these standards? 

Dr. Martin. I don’t know with regard to those details. 

Mr. Cootry. That plan is not a prepayment plan in the sense that 
the Blue Shield or the other plans are. The Labor Health Institute 
is in our other booklet that we are studying out now along with the 
ILGWU and the other labor health centers. 

The Cuarrman. I do not want to take any further time to speak 
of these different organizations. I am just surprised that organiza- 
tions which are accomplishing as much good as these organizations do 
not have the approval, according to the published manual I have here, 
of the AMA. Take the Kaiser plan, for instance, which has 400,000 
members, which employs hundreds of doctors, evidently accomplish- 
ing a great purpose. It would seem to me that this committee ought 
to ‘know something from the AMA as to whether it is good or whether 
it is bad for our people. When 400,000 people join an organization 
it is a pretty good indication that that organization has something 
that the people want. May I say with reference to the answer that 
was just given pertaining to the St. Louis Labor Health Institute, ac- 
cording to the testimony ‘of Mr. Gibbons which was given to this com- 
mittee, he said: 


The St. Louis Labor Health Institute is a prepayment comprehensive medical 
eare service based on group practice medicine. 


In other words, Doctor, he says it is a prepayment plan. You said 
it wasn’t. 
Mr. Cootzy. We have a definition which I could give you specific- 


ally, but I will try to explain the difference in our viewpoint. Take 
the Kaiser plan, which is a prepayment plan. It originally started 
out as a one-industry plan; that is, the Kaiser industry shipyard. In 
the beginning it was to cover one industry alone. At that time it was 
a prepayment plan except that it was an industry program. They de- 
ducted from the payroll. 

Now it is a plan that you or anyone else living in San Francisco or 
Oakland could join. It is open to the community. So when we speak 
of prepayment plans we are speaking of communitywide prepayment 
plans or citywide or statewide prepayment plans. 

The Labor Health Institute is a health center, organized by a single 
union for its members and their dependents. T here is no prep: vyment 
in the sense that you buy through a premium. There is a collective 
bargaining agreement through which money is set aside for health 
and welfare benefits, and a certain amount, is set aside specified for 
the union health center. It is not prepayment by the community. 
That is why we differ in our definition, if you want to put it that way. 
It is a collective bargaining program under which they have set up 
a health and welfare program with a percentage of the money going 
for the health center. Its limited to the employ ees and their families. 

The Cuarrman. Do you approve or disapprove that type of group 
insurance ¢ 

Mr. Cootry. This morning I tried to explain that we had been visit- 
ing the union health centers. By “we” I mean the staff or the com- 
mittee on medical care for industrial workers of the council on medical 
service. That committee has on it, as I mentioned this morning, three 
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physicians who are medical directors of large labor groups—the In- 
ternational Ladies’ Garment Workers, the United Mine Workers, and 
the International Machinists. We have visited probably two-thirds 
of the union health centers. 

The committee has gone over the reports of factual data. It has 
made no determination as far as criteria for evaluating the plans are 
concerned. As I said this morning, they are meeting in Louisville in 
February with the medical directors of the union health centers to 
discuss this particular problem. 

The Cuatrman. With all of these labor organizations taking the 
lead in these matters, it does seem to me that we must get a report as 
soon as possible because it would seem as if they are increasing so fast, 
and if they are wrong I think it would be for you to tell us. If it is 
right, let’s say they are and let’s encourage them to get even more 
subscribers. 

Mr. Cooter. There are about three of them that are several years 
old. Most of them are really quite recent. 

The Cuatrman. The International Ladies Garment has been in 
existence since 1903. 

Mr. Cooter. Yes, sir; they were the first one. 

The Cuairman. It takes a long time to find out whether it is a good 
‘ganization. 

Mr. Coo.try. But that was one program. 

Mr. Rogers. I just want to know if any of these groups have made 
application for you to approve their system. 

Dr. Martin. Any of these labor groups ? 

Mr. Rogers. Yes, or any of the other groups. 

Dr. Martin. There are many groups in that pamphlet that have 
applied and have been given the seal of acceptance. 

I don’t know how many of those that do not have the seal of ac- 
ceptance have applied and been rejected. I could not answer that 
because I am not entirely familiar. I was on the council for medical 
service for several years, but it has been 7 or 8 years since I was on it. 
So I don’t know the current status of that from that particular angle. 

Mr. Rogers. There wouldn’t be any difficulty on your part or the 
association’s part to approve or disapprove a plan when it was sub 
mitted to you? 

Dr. Martin. We set up certain standards that we think are neces 
sary for the practice of good medicine and for the protection of the 
patient, whether that plan is capable of giving what is promised. 

Mr. Rocers. In other words, you do not send out circulars and any 
information that you want submitted to you for approval; do you? 

Dr. Martin. No, sir. We offer this service. 

Mr. Rogers. That is all, Mr. Chairman. 

The Cuarrman. Of course, as I understand it, the purpose of get- 
ting this seal of acceptance is not to them a right to do what they are 
doing, because in America in their particular community at least they 
have the right to do so whether they have a seal of acceptance or not, 
but where the difficulty comes is if they do not have the seal of ac 
ceptance of the AMA it is a pretty tough job that faces the doctors who 
participate. 

Dr. Martin. A lot of them are operating without it because they 
have never applied for it. Mr. Chairman, it is very much like our 
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study of drugs and foods. We have a council on foods and nutrition 
that passes on the quality of foods, to determine whether a food is fit 
for human consumption, we will say. We have the council on phar- 
macy and chemistry which reports on new drugs and says whether 
this drug is acceptable as a drug and safe for use and under what 
conditions, and so forth. It is all a service that we are giving and 
have been giving for years to the people of the country to protect them 
against various harmful things that might happen. 

“We don’t set ourselves up ‘and we have no machinery for enforce- 
ment of any of those things. It is entirely an educational and infor- 
mative program. There is nobody who is under any compulsion to 
come to us with their problems. 

The Cuarrman. Would you take it that there is no sphere in which 
there should be Government supervision ¢ 

Dr. Martin. That is a pretty broad statement to answer. 

The CHarrMan. I mean in relation to a seal of acceptance. 

Dr. Martin. The Pure Food and Drug Act certainly goes into the 
question, on the Federal scale, of foods and drugs, and very properly 
so. I can imagine other fields—— 

The Cuatrman. In the interest of the field you very properly say 
we pass on whether it is a good thing or not and give our seal of ac 
ceptance. I am asking whe the ‘rit is objec ‘tionable if the Government 
did the same thing. 

Dr. Martin. That cannot be answered in a broad categorical way. 
A specific proposition has to be submitted to answer whether that par- 
ticular one is necessary or whether it is desirable. 

It is understood that all these plans of organization will conform to 
State laws. The State insurance laws control to a very considerable 
extent certain phases of the insurance business. Some of the volun- 
tary prepayment organizations come under special legislation, and 
when the Blue Cross and Blue Shield were formed, we helped in 
getting enabling legislation that would enable them to come under 
either the State corporation commission, as in my State, Blue Cross, 
or the State insurance commission which they come under in other 
States. 

The Cuatrman. Mr. Heselton, I think you had some questions you 
wished to ask. I could go on but the rest of you have not finished. 

Mr. Heseuron. Thank you, Mr. Chairman. I have some questions 
I would like to ask. 

Before I go into those questions which I have prepared, I would 
like to see if we can clear up this situation with reference to that 
pamphlet. I am most serious about this because I think it is one of 
the possible real deterrents to the increased use of such plans or other 
plans. In fact, I am sure the correct interpretation of the testimony 
of the persons who came to tell us about these plans is that one of their 
great difficulties was that they either were afraid to circulate them for 
fear of the result or they were uncertain as to whether such circulation 
would meet with approval. It is for that reason that I wanted some- 
thing quite specific with reference to the conformity with the ethical 
standards of that particular pamphlet. 

I wanted it cleared, if necessary, with the proper council or person 
who has jurisdiction. 
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Let me outline a little more what I have in mind. In your state- 
ment you said : 

Because protests have been made at various times that medical care is being 
denied certain individuals because of its cost, the American Medical Association 
in 1952 urged its societies to undertake energetic campaigns to organize and 
vigorously promote programs which at the county level offer to provide services 
of a physician to anyone unable to pay. 

So much for those unable to pay. 

In terms of those who are able to pay but know nothing about the 
availability of the plan I find under AMA Standards of Acceptance, 
-ubparagraph 8, there is this: 

Promotion: Promotion activities must be reasonable, without extravagant 
or misleading statements concerning the benefits to the subscriber. In approving 
promotional material the council endeavors to indicate the type of statements 
which are acceptable and the nature of those considered objectionable. It is not 
the function of the council to edit all copy word for word and sentence for 
seutence, but rather to indicate the general type of information required in any 
given piece of literature. * * * 

When you make a statement to this committee of the necessity of 
making available information about free service to those who can 
pay nothing, and then in your standards you make clear that certain 
promotional activities are approved by those who knew of it, and 
when we have testimony here that some of these other plans which 
are not approved are finding it very difficult to extend their services, 
and when doctors—I am quite sure some of them were doctors—indi- 
cated that they considered this particular roadblock to be one of the 
important obstacles in front of them, what I want to try te do is to 
get from you or from the AMA officially something along these lines 
for the benefit of those people who can pay but do not know about these 
plans or programs. 

Do you see what I mean ? 

Dr. Martin. Not altogether. I see what you mean by the first part 
of it. I mean in a local area people may not be informed as to the 
fact that serveies for the needy are available in that area through 
ignorance or one thing or another, and that supplies a certain amount 
of public information for that purpose. When you come to plans, if 
the statement of their organization and the informative literature they 
send out doesn’t contain too much fine print that sucks the substance 
out of the big print—in other words, if it is an honest contract from 
the st: andpoint of the way it is put out, our council on medical serv- 
ice would accept that. If there are controversies that come up as to 
a particular plan which is considered unethical, that can be settled 
in the local area, possibly. If it cannot be settled in the local or State 
area, it eventually would come to our judicial council, which is our 
body which is set up to decide questions of ethics and practice that 
are on the borderline or on which there may be disagreement. 

Mr. Hesevron. I understand thoroughly that you could not advance 
judgment on the details of a partic ular plan. My questions and my 
interest are directed to one thing and one thing only, and that is, is 
there any deterrent to the informing the public about such plans as 
the HIP because of the position or action taken by the American Med- 
ical Association? Is there any possibility of revising that attitude 
so as to assist them ¢ 
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Dr. Marrry. I would have to know the specific plan. With refer- 
ence to the HIP, I notice this is in the testimony of Dr. Baehr, speak- 
ing in reference to the New York County Medical Society : 


I pointed out then and later that the American Medical Association has indi- 
cated that we did have a right to advertise. 

This is in reference to that. 

The American Medical Association has said—the judicial council of that organ- 
ization has said—that the insurance plans like ours which are lay sponsored must 
advertise and such advertisement is permitted. 

Does that answer your question ? 

Mr. Heseiton. No. There area lot of other answers here. 

Dr. Martin. That is Dr. Baehr’s statement. That is not our state- 
ment. 

Mr. Hesevron. Have you been able to compile a list of specific 
objections to Permanente and the various other plans which you said 
you would prepare ¢ 

Dr. Marrin. What is that? 

Mr. Heseiton. Yesterday I asked you if you would prepare a state- 
ment covering the specific objections that the AMA has to Perma- 
nente and these various other plans involving group practice. 

Dr. Martin. I was looking into that last night. 

Mr. Younger. Will the gentleman yield just a moment? 

Mr. Hesteiron. Yes. 

Mr. Younger. It would seem to me to be unfair to ask the doctor to 
take a stand on a plan that has not been submitted to the medical 
association. I think it would be interesting to know how many of 
these plans that we have considered have applied for approval, and 
those that have been turned down. Then we could find out the reasons 
why they were turned down. Isn’t that the better approach to the 
question rather than have a hit-or-miss plan here with the doctors? 

Mr. Hesevron. With all due respect to my colleague from Cali- 
fornia, my recollection is that in the record already there are state- 
ments from both the representatives of the plans and, I think, in terms 
of the statement we received yesterday, which are indications of certain 
approaches. JI call attention to the language : 

We feel, however, that, in an effort to create public sentiment in support of 
a Government- -controlled medical-care program, a distorted picture of the health 
and medical situation in this country has been drawn. 

Drawn by whom? It sems to me to be a fair inference that it is 
intended to indicate that it has been drawn by some witnesses before 
this committee. 

Dr. Martin. We have not seen any of your evidence. 

Mr. Hesevron. I beg your pardon. 

Dr. Martin. I have not previously seen any of the evidence brought 
before this committee. I haven’t read the evidence presented by other 
members. That is a general statement that goes back. 

Mr. Hrseuron. I will defer to the chairm: an, and I will not insist 
on it at this time. 

When was this statement prepared ? 

Dr. Martin. It has been in preparation for 2 weeks, I guess. We 
reviewed it last Sunday. The board of trustees had a meeting in 
Chicago on Sunday and reviewed the statement and made certain 
changes, and finally it was adopted in this final form. 





HEALTH INQUIRY 


Mr. Hesevton. Wasa vote taken approving it? 

Dr. Martin. Yes; it was approved by the board of trustees. 

Mr. Heseiron. Was it a unanimous vote ? 

Dr. Martin. Yes. 

Mr. Heseiron. At that time I believe you said that the trustees 
made a very careful study of the President’s message of January 18. 

Dr. Martin. We studied that that day. We spent a good part of 
the day on this report and part of the day on the President’s message. 

Mr. Hesevron. Can you say whether the trustees approved of added 
assistance in the construction of nonprofit hospitals for the care of the 
chronically ill? 

Dr. Martin. I believe the statement in the President’s message that 
we approved—I don’t know whether you are quoting from his message 
wv from the bill. 

Mr. Hesevron. I am reading from his message. 

Dr. Martin. What page is that? I would like to see the exact 
wording. 

Mr. Hesevron. It is toward the end of the message. He said, “I 
present four proposals to expand or extend the program.” The first 
was “added assistance in the construction of nonprofit hospitals for 
the care of the chronic ally ill.” 

Dr. Martin. That is No. 1. Yes: we understood that would be 
along the line of the Hill-Burton program. We discussed that and 
recommended that when these hospitals were constructed they should 
be constructed not as isolated institutions but in conjunction with 
hospitals capable of giving general service, so that they should be 
contiguous to or associated with other hospitals, because the chron- 
ically ill become acutely ill at times and have to be transferred back 
into a general hospital where they can get acute medical care. 

Mr. Hesevron. You did approve of the principle? 

Dr. Martin. Yes. 

Mr. Heseiron. Did you approve of the principle of the second ree- 
ommendation or proposal, “assistance in the construction of nonprofit 
medically supervised nursing and convalescent homes” ? 

Dr. Martin. That is in the same general category. 

Mr. Heseiron. You approve of th: at? 

Dr. Martin. That is in the same general category. 

Mr. Hesevron. The third one, “assistance in the construction of 
nonprofit rehabilitating facilities for the disabled” ? 

Dr. Martin. That is already in effect. This is an extension of some- 
thing that already exists. We have one of those centers in my State 
now that is doing very well. 

Mr. Heseiron. What about ~ ari one, “assistance in the con- 
struction of nonprofit diagnostic or treatment centers for ambulatory 
patients” ? 

Dr. Martin. Treament centers and diagnostic centers were included 
in the old Hill-Burton program, but that never has been activated. 
That is not anything new. It is just that they have never gotten 
around to building it. 

Mr. Hesevron. You do approve it? 

Dr. Martin. There is no objection to the principle. It is just a 
question of where they are needed and how they are constructed and 
how they are organized and run. 
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Mr. Hesevron. As I understand the testimony which you have 
presented to us, the American Medical Association does support the 
Hospital Survey and Construction Act for the purpose of implement- 
ing the President’s program. 

Dr. Martin. The extension of the Hill-Burton principle. We think 
the actual hospital program is becoming saturated at the present mo- 
ment with general hospitals, and the tendency should be more now 
toward the convalescent home or chronic hospital. That will vary in 
different States, Mr. Congressman. As you know, that is a survey act 
as well as a construction act, and usually a State organization is set 
up to survey the State and determine the need according to the particu 
lar areas and what type of construction they need. 

Mr. Heserron. Now I must refer to a specific bill because I would 
like to have your interpretation of a certain provision. I refer to 
H. R. 7841 introduced by our chairman on January 18, which he has 
covered by his own statement. On page 8, line 7, is this proviso: 

Provided, however, That (except with respect to hospitals) the assurances 
required for compliance with State standards for operation and maintenance 
shall be limited to such standards, if any, as the State may prescribe. 

Is there any vestige of Federal control involved in that language? 

Dr. Martin. Mr. Chairman, I am not going to answer any ques- 
tions on this a bill until T have read the entire bill. I don’t like 
to interpose objections, but we have not gone over this bill. } am 
not going to comment on an excerpt from it without reading the 
entire bill. I am just as sorry as I can be, but I am not prepared to 
go into that bill. We may or may not have objections. I haven’t 
read it and I have not digested it. There will be a later time when 
we will appear before the committee. 

Mr. Hesevron. If a bill comes to this committee or if any legisla- 
tion that we consider or report out eliminates all vestige of Federal 
control and emphasizes State control, do you approve of that in 
principle? 

Dr. Martin. I would approve that in principle, without commit- 
ting myself at all on the particular bill. I see no useful purpose in 
pursuing this bill when we are going to testify specifically on it on 
a stated date. 

Mr. Hesevtron. Is one of your objections, if it is an objection, to 
legislation in Federal field that involves the Federal Government ? 

Dr. Martin. I didn’t know you had finished the sentence. I didn't 
get all of that. 

Mr. Hesexton. Is it a reason for any objection to legislation which 
will provide for Federal action in the field of health simply because 
the Federal Government is involved ? 

Dr. Martin. Not necessarily because it is involved, but I have 
recommended bills on health matters, and the administration of the 
bill becomes an important thing, how it is administered. Very often 
conditions are laid down with which the State must comply in order 
to come under it. Certain of the bills set up conditions under which 
if the State doesn’t comply with it, the Federal Government should 
come in and administer the bill itself. There are so many things that 
enter into the whole makeup of the bill that it makes it necessary to 
consider the bill as a whole and not lift a single sentence out of it and 
say whether you are for it or against it. 
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Mr. Herseiron. | was trying to get away from any reference to any 
sentence at al] and to ask you as a matter of principle whether your 
objections, if they are objections, or if you have objections and if you 
are going to have objections, rest on the ground that the Federal 
Government is involved. 

Dr. Martin. Not necessarily. The land grant act has been in effect 
since 1782. We have never had any objection to that. 

Mr. Hesevron. Are you willing to assume that there might be some 
action by Congress and the administration which would result in. 
the construction of a good number of health facilities ? 

Dr. Martin. We could produce facts and give you facts. We can 
testify on a specific bill and give you our reasons why we are for or 
against it. We have supported many medical bills. 

Mr. Heseiron. I will be perfectly frank with you. I want to know, 
if you thought there was going to be more health facilities in this 
Nation, do you believe there would be sufficient nurses and technicians 
and other trained people to staff the new facilities? 

Dr. Martin. The chronic facilities won't need as much staffing. 
They won't be as much a drain on the staffing as the acute facilities 
will be. We took up that question of personnel yesterday. It is 
partly a question of dispersing. It is partly a question that the Fed- 
eral medical services have been competing for personnel. There 
would be a question of the locality, because the scarcity of personnel 
will vary in different localities. 

Mr. Hesetton. You cannot answer whether you believe there will 
or will not be?¢ 

Dr. Martin. I think we have sufficient doctors. I think there is a 
shortage of nurses. In our statement we made several recommenda 
tions in reference to nursing training, the expansion of nursing train 
ing, and the rehabilitation of training facilities for nursing. There 
are many other technicians, and there are shortages in some fields and 
not in others. 

Mr. Hesevron. I am interested in that because this committee had 
legislation before it which would have provided for the training of 
nurses, and the American Medical Association was not in favor of it 
on the ground that there were sufficient trained nurses. 

Dr. Martin. That part of our statement to the committee is a direct 
quotation from the evidence I gave before the committee on the bill on 
nursing education. That is my own statement given before the Con- 
gress and is a direct quotation from it. 

Mr. Hesetron. Does the American Medical Association have any 
osition or recommendation that the categorical system of allotting 
Fede ‘al grant-in-aid money to the States be changed and grants be 
made according to three broad types? 

Dr. Martin. Let me see that statement. I don’t recall it. Is that 
under the heading “Continuation of Present Federal Program”? 

Mr. Hesevron. Where it refers to new grant-in-aid approach. 

Dr. Martin. A new grant-in-aid approach. Where it says the plan 
involves complex formulas. I think he is right about that, that there 
ought to be some uniformity on which these are set up. I believe the 
commission now studying the State and Federal Government rela- 
tionships will report to the Congress on that particular subject. 

Mr. Hesevron. You say you think he is right? 
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Dr. Martin. I think there should be the rational development of a 
more uniform formula as I understand it, there are different formulas 
on which these grants in aid are set up. What he is suggesting is that 
there should be a more uniform pattern followed. 

Mr. Hesewron. I think, Mr. Chairman, I probably ought to desist 
because that is exactly the provision of the bill you have filed, H. R. 
7341, carrying out the President’s recommendation. 

The Carrman. I was aware of that by your question. 

Mr. Hesevron. Thank you. 

The Cuarrman. Further questions, gentlemen ? 

Mr. Heserron. Just one further question: I thought at one time, 
Doctor, you said that you would not approve Federal loans for facili- 
ties where group practice was involved. Then I think you qualified 
that later in your testimony. I may be wrong about it, but I would 
like to be sure we have in the record your exact testimony. 

Dr. Martin. When that question came up I think a gentleman on 
my left asked the question and then it was repeated on my right. I 
didn’t understand the formula then at the time he asked me. I 
thought he was talking about direct loans through some Federal 
mechanism. The second was similar to the housing loan that he had 
inmind. That was the reason for the difference in my answer. My 
first answer was without a complete understanding of just what the 
question was. 

Mr. Hesevron. What is your final answer to that? 

Dr. Martin. The final answer is that I do not know until I see how 
that program is to operate, until the thing is written into the law and 
until we can see it. It is a financing proposition. I am not entirely 
satisfied that I am entitled to an opinion on that at the present time. 

Mr. Hesevron. Of course the difficulty of understanding that 
answer is because, as I understand it, you definitely approve of gifts 
for hospital construction, gifts for the construction of a building. 

Dr. Martin. We do understand a particular formula such as has 
been set up under the Hill-Burton Hospital Survey and Construction 
Act. 

Mr. Hesevron. I do not see what there is so different about health 
facilities. You would provide them with the same kind of treatment ? 

Mr. Martin. There may not be when I see it down in black and 
white and how it operates. 

Mr. Hesetron. Pet me ask you this question, then: Do you not 
think that in general it is preferable for the Federal Government, 
where it attempts to do anything in a field like this, to encourage by 
way of loan rather than by way of outright gift ? 

Dr. Marttn. Yes, I think that is true. Actually under the Hill- 
Burton law now the authority for setting up health service is left I 
believe to the State and the State decides whether they need it or not. 
It may be operational in some States. It is not operational in my own 
because much of the money has been spent on hospitals, the enlarge- 
ment of some and the building of small 25-, 30-, or 50-bed hospitals. 
I presume the board, which m: ade a careful surv ey of the State and, as 
I mentioned yesterday, on the basis of trade areas, decided that that 
was the most important thing to spend the money on then. They 
may think, if the act is continued or if additional money is given, that 
now is the time to set up some of the other things authorized under the 
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act. I don’t know whether additional legislation is needed. I don’t 
know just what type of thing is proposed. 

I think I would be very foolish to express opinions on something 
without knowing exactly what the program proposed is. 

Mr. Hesetron. Have you any estimate from previous experience 
as to how long it will be before those who have the obligation of con- 
sidering this legislation will be able to arrive at a decision ? 

Dr. Martin. Our board of trustees is going to meet the early part 
of February. 

Mr. Hesevron. And a decision will be reached at that time? 

Dr. Martin. Our advisory committee on legislation will meet. just 
before that. We will have many problems before us. I don’t know 
whether time will permit the final answer on all of them. What we 
do is decide on some and defer some for further information or for 
further study. We have a rather grave responsibility in giving 
opinions. 

Mr. Heseron. I realize that. I do not mean to suggest that you 
are stalling on it. I am just trying to find out because it seems to 
me, Doctor, in terms of the special message of the President of the 
United States on legislation which has been referred to this commit 
tee, that the trustees will probably feel that it is a matter of high 
priority and that they want to cooperate with the President of the 
United States and the Congress and this committee and try to give 
us the benefit of their considered advice. I think they should dis- 
charge their responsibility at the earliest possible date. 

Dr. Marrrn. I am just 1 member. I cannot commit myself to 
what they are going to do on 1 day in February. 

I agree with you that it is a matter of a great deal of importance 
and it certainly will be our desire to go just as far as we can to co- 
operate with the President and with the Congress. 

Mr. Hesevron. Thank you, Mr. Chairman. 

The CuarrMAn. Does the American Medical Association take any 
cognizance of what the attitude of local societies may be and does it 
do anything about it ¢ 

Dr. Martin. Yes, our policymaking body is representative of the 
State house of delegates which is made up of members from each local 
society, elected by a majority vote of the society to go to the State 
house of delegates. We have a direct chain of information and of im- 
pulses, we will say, from the county medical society up to the AMA. 

The Carman. I have before me a tremendous amount of material 
that I would like to have had the opportunity to question the wit- 
nesses of the AMA upon. For instance, we have had many witnesses 
before this committee who have testified that the mere fact of health 
insurance had increased the cost of medical care, that is, the maxi- 
mum amount of insurance carried becomes the minimum amount 
charged by the physician. I would like to have asked, with reference 
to our statement on page 12, whether the American Medical Associa- 
tion was policing its own ranks and whether you are cognizant of that 
situation or of that charge and whether that was a matter of policing 
within your ranks. 

Dr. Martin. I think we went into that this morning. It was 
brought up by Mr. Younger. He read a table of the differences in 
charges. There are several things involved in that. I don’t think 
there is any question—and I stated this yesterday—that some doctors 
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take advantage of the insurance to charge more than they should. 
That is not a general practice. There are other things that enter into 
the increased ‘consumption, the fact that people are getting hospital 
care that they needed before and did not get, and that there is a cer- 
tain amount of abuse on the part of the patients who tend to stay in 
the hospital longer than they would, that our experience with Blue 
Cross was a jump from 0.75 days per contract up to 1.11, and it has 
fallen back now to 0.95. 

A good part of that is a legitimate increase in the use of hospitals 
because many of those lower-income people who have insurance can 
use the hospital when previously they could not. 

I think I covered that. 

Mr. Chairman, if you will permit me, I have a plane that I want 
to catch in about 50 minutes. I think I could make it if I left in an- 
other 10 minutes. I would like to say this: 

If the committee will submit to us any questions or any requests 
for data or further information in writing we will be very glad to 
try to help out in any way we possibly can. 

The CHarman. I was just about to suggest that to you, Doctor. 
There are quetsions that I want to ask with reference to State laws 
that are restrictive in character, and I submit for the record at this 
point information with relation to restrictive State legislation pre- 
pared by Mr. Jerry Voorhis, executive director of the Cooperative 
Health Federation of America. 

(The information referred to appears in Mr. Voorhis’ testimony 
in pt. 6 of these hearings. ) 

The CrHarrman. I wanted to refer to some of the reports of the 
AMA. I wanted to refer to some of the organizations that are work- 
ing successfully. I wanted to make further reference to the report 
which was submitted by you this morning and which you asked be 
made a part of the record. I think you will agree with me, since it 
consists of 160 pages, it would be a good bit to add it to our hearings. 
It will be an exhibit in the case. 

Dr. Martin. I will settle for an exhibit. 

The Cuamman. So there are many matters yet. I was going to 
suggest, and you have anticipated my suggestion by saying that if we 
submit to you questions on different matters, you or someone in your 
organization will answer them for us for the record. That will enable 
you to leave immediately and at the same time it would give us the 
information that we are seeking. 

Mr. Martin. If you will address those to Dr. George Lull at head- 
quarters, AMA, 525 North Dearborn Street, he will refer them to the 
proper section that they will be concerned with. 

The Cuamman. Doctor, we appreciate your attendance and your 
willingness at personal inconvenience and the disruption of other en- 
gagements to assist us in obtaining information which should come 
to the attention of the committee. 

We want you to feel that some of us may be disappointed in the fact 
that you have not come with a more positive program. It has been 
neg: ative in a Ww ay. Yet we are hopeful, from what you have said and 
from what you have promised us you will do, we will find that you 
will be helpful to us, exceedingly so, in the days that are ahead in the 
formulation of the legislation that we will be taking up for considera- 
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tion commencing December 3 when Mrs. Hobby, Secretary of the De- 
partment of Health, Education, and Welfare will be our first witness. 

Dr. Martin. Mr. Chairman, I want to thank you and the commit- 
tee for giving us the opportunity to testify. We have been interested 
in this problem for many, many years. While I don’t think that we 
have the solution, I do not think the « ‘omplete solution of all the social 
problems of this country are going to bring us in sight of the millen- 
nium. I think we are making a great deal of progress, and any fur- 
ther help we can give the committee we will be very delighted to do so. 

The Cuaimman. Thank you. I hold in my hand a book that I call 
to your attention if you are not already familiar with it, you or your 
staff, Pay for Medical Care in the United States, by Oscar Serbein, 
Jr. It is written in connection with a study that has been made by 
the Health Information Foundation. That foundation is of a charac- 
ter that we cannot ignore the value of any recommendation or infor- 
mation given by it. As I remember it, Mr. Herbert Hoover is a mem- 
ber of the advisory council. This book, which someone has been kind 
enough to place in my hands, contains 543 pages. Every page, it seems 
to me, is a mine of information. It has been so intriguing to me that 
L have sat up very late hours reading the book because of the informa- 
tion it contains. I would suggest that there may be in that consider- 
able information that would be helpful. 

Dr. Martin. I agree with you it isa very excellent volume. It con 
tains a lot of useful information. One of its principal recommenda- 
tions, as you will recall, is that the voluntary method for prepayment 
is the best solution to the problem of medical care. 

Thank you very much, Mr. Chairman. 

The CHamman. Thank you, Dr. Martin. 

The committee is adjourned until 10 o’clock Monday morning. 

(The “Standards of Acceptance for Medical Care Plans” referred to 
during the testimony was later submitted and appears on p. 2564.) 

(Whereupon, at 4: 05 p. m., the committee was recessed, to reconvene 
at 10 a. m. Monday, February 1, 1954.) 
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MONDAY, FEBRUARY 1, 1954 


Howuss or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington. D. C. 


The committee met, at 10 a. m., pursuant to adjournment, in room 
1334, New House ( \ftice Building, Hon. ( harles A. Wolverton (chai 
man) presiding. 

The CuHatrmMan. The committee will come to order. 

I would like to make recognition of the fact that we are privileged 
to have as guests this morning for a portion of the morning, or as 
long as they wish to stay, students from the Virginia Polytechnic 
Institute, Danville Branch, State of Virginia. They are accompanied 
by two members of the faculty and are present to observe congressional 
action. 

We feel highly honored that you should select this committee this 
morning. ‘This committee, you may be interested to know, is one of 
the oldest committees of the Congress of the United States. It was 
inaugurated in 1795. It has had the continuous existence from that 
time until the present. I think it has a wider and a more varied legis- 
lative jurisdiction than any other committee of the Congress. 

As an indication of the great breadth of its jurisdiction, you will 
be interested to know that it has jurisdiction over all forms of trans- 
portation. That includes rail, motor, truck, inland and coastal water- 
ways; it has jurisdiction over both domestic and foreign aviation in 
all of its activities. It has jurisdiction over the securities exchanges 
of our country, which would include, of course, the New York Stock 
Exchange, Philadelphia, Chicago, and so forth exchanges, and of in- 
vestment legislation pertaining to securities. 

It has jurisdiction over Federal power, which is the flow of elec- 
trical energy across State lines. It has jurisdiction over petroleum, 
natural gas, and of public health. It has jurisdiction over Federal 
communications. That would include television, radio, telephones, 
and telegraph, cables and so forth. 

It has jurisdiction over scientific research, which includes the Bu 
reau of Standards and the National Science Foundation. 

So, I might go on, but I think I have gone far enough to indicate 
to you the importance of this committee. 

It is composed of 31 members. They come from several States of 
our Nation. 

We are pleased as members of the committee to think that we are 
members of the most important committee in the House. 

At the present time our hearings are directed to providing a health 
program for our people. 
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Last fall this committee, after the adjournment of Congress, held 
very important hearings. There were present at these hearings some 
of the most outstanding medical, hospital, and other men representing 
similar activities throughout the country. 

At that time we sought to ascertain what was the status with ref- 
erence to long-term illnesses. For instance, we inquired as to the 
present status of cancer treatment, of arthritis, heart, mental dis- 
eases—muscular dystrophy, cerebral palsy, and diseases of that char- 
acter of long-term duration—what research is doing; what we can 
expect for the future. 

It was revealed to us that these diseases were not only taking a tre- 
mendous toll of our citizenship, but in addition thereto were costing 
a sum that had become very burdensome to the families that happen 
to have any of those diseases among its members. 

After the committee had adjourned there were three members of 
the committee who made a tour of the nations of the world to ascertain 
what if anything was being done by other nations. We gained a great 
deal of information in that respect. We were made conscious of the 
fact that all nations, not only large, but even the small ones, were 
conscious of a responsibility to their citizens to care for them or assist 
them in their medical expenses. 

Since the Congress convened in January, we have been conductin 
hearings along the line of what kind of a program can be inauguratec 
in this Nation that is in accord with our type and character of govern- 
ment that would be helpful to our people. These hearin s have been 
going on now for several weeks. We have had some of the most out- 
sti anding leaders in medicine, hospital management, and so forth from 
the length and breadth of this continent who have presented and given 
us the benefit of their views. 

Today we have with us as witnesses, Mr. William S. McNary, chair- 

man of the council of Government relations of the American Hospital 
Association, Chicago, Ill., and also Mr. Gordon Gray, president of 
the University of North Carolina, chairman of the Commission on 
Financing of Hospital Care, Chicago, Ill., and Mr. E. R. Leibert, of 
Scarsdale, N. Y. 
- In order that you may understand, if you do not already, the pro- 
cedure that is followed in the Congress with reference to the adoption 
of legislation, I would say that committees are charged by law to in- 
quire into all matters over which they have jurisdiction. 

Consequently, this hearing has been of a general character up to 
the present moment. 

On Wednesday we will start to hear the several bills that have been 
om ‘ed by Members of Congress to carry out the ideas that such Mem- 
bers have with respect to what should be the program of our Nation. 

So that before Congress acts this committee gives consideration to 
bills which have been introduced by Members of C ongress and which 

cannot come before the Congress for action until there has been con- 
las ‘ration given to them by ‘the appropriate committees of Congress. 

Thus, when we start on Wednesday we will have as our first witness 
Mrs. Hobby, the Secretary of the Department of Health, Education, 
and Welfare, who will be present to testify as to one of the bills that 
has been offered through her department of Government for the con- 
sideration of this committee, which is to be reported, if it meets with 
the approval of the committee, to the Congress for its consideration. 





HEALTH INQUIRY 2273 

I have given this rather lengthy explanation, realizing that as stu- 
dents you are here seeking to learn and not discounting the fact that 
you may have knowledge in more detail than I know with respect to 
the procedures of Congress and its committees in the formulation of 
Jegislation. 

However, in order that each may be advised as fully as I would like, 
in the brief time at our disposal, [ have made this explanation in order 
that you may understand the workings of the committee system in 
the Congress, because what I have related as to this committee is true 
of the other committees. The same procedure is followed with respect 
to the matters over which they have legislative jurisdiction. 

] hope your presence this morning with this committee and other 
committees that your faculty may see that you attend, will prove help 
ful and beneficial to you. 

Mr. Dotaiver. Mr. Chairman. 

The Cuairman. Mr. Dolliver. 

Mr. Douiiver. The chairman is too modest to say this, but let me 
add that the chairman of this committee is Hon. Charles A. Wolver 
ton, of New Jersey, and he ably heads and guides the activities of the 
Interstate Commerce Committee. He is a veteran Member of the 
House of Representatives, having served for how many years, Mr. 
Chairman ¢ 

‘The CuHarrMaAn. In my 28th year of service. 

Mr. Dotiiver. You can see this committee is guided by a man of 
experience and wisdom. I think that will indicate to you how much 
experience he has. 

The CuatrMan. Thank you, Mr. Dolliver. There is nothing more 
pleasant to the ears of a Member of Congress than to hear someone 
say something good about him. So, I am not adverse to members of 
my committee speaking well of their chairman if and when they wish. 

The first witness this morning will be Mr. E. R. Leibert, of Scars 


dale, N. Y. 


STATEMENT OF E. R. LEIBERT, SCARSDALE, N. Y. 


Mr. Letweerr. Mr. Chairman and gentlemen 

The CHarrman. | have granted Mr. Leibert the privilege of testi 
fying today, because while our testimony has been in most instances 
from representatives of organizations, I have thought it might be 
helpful to the committee to have some indication of what individuals 
would be pleased to testify to before this committee. 

I would like for the young folks here present, and others, to realize 
the amount of communications that are received by the chairman of 
a committee on a subject like this. It is almost unbelievable. There 
are at least, just on this one subject, at least approximately 2,000 
letters that come into this committee every week. 

Now, you can readily understand that it would be impossible to 
give every one of those an opportunity to be heard. Hence, I have 
given this privilege this morning to Mr. Leibert, that he may speak 
on this important question from the standpoint of personal experience. 

Mr. Leibert, you may proceed. 

Mr. Lerpertr. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity to make a statement. 9s a citizen before t) 











2274 HEALTH INQUIRY 


committee and to offer two specific suggestions which I believe have 
a direct bearing on relief from the heavy medical costs which have 
brought hardships within the past year to 3,500,000 families in our 
country. These 3,500,000 families were the victims of catastrophic 
illnesses. 

@f that total 2,500,000 had medical expenses which ate up from 
20 percent to 49 percent of their income. A half a million families 
had medical costs which reached a total of from 50 percent to 100 
percent of their income for the year. And another 500,000 families 
had medical costs which were 100 percent or more than their total 
annual income. 

This committee has been hearing much testimony in large figures 
which are sometimes hard to comprehend. I think it may bri ing into 
even sharper focus all of the problems related to the costs of medical 
care if we can for a few minutes reduce the mass figures to the common 
denominator of the individual family. I shall try to be brief. 

Before proceeding further, I would like to state for the record that 
I am appearing before you as an individual, exercising, as you say, 
Mr. Chairman, my privilege as a citizen, not as a representative of 
any organization. I am known to some here as a member of the staff 
of the Health Information Foundation, which organization presented 
last Wednesday to this committee the results of the foundation’s re- 
cently completed national study of medical costs and health insurance. 

[f I speak as an individual representing any group, I would like to 
represent the 3,500,000 families—the 10 million or more people who 
last year suffered severe hardships due to the unpredictable costs of 
major illnesses. 

No one of us likes to discuss his debts in public, but I feel compelled 
to do so to document the two suggestions which I wish to present to 
the committee. My family is one of the 3,500,000 families who have 
felt the impacts of staggering medical costs. I have three children. 
One of my daughters suffered a catastrophic illness which has cost 
more than $30,000 in direct medical expenses during the past 8 years. 

Only those who have been through such an experience can know 
fully what it means to a family. My case is not as bad as many. I 
will cite only two others to underline my statement at this point. One 
man whom I know personally had medical costs for his life in 1 
year totaling more than $14,000. That man will be in debt for years. 
Another family I know personally had heavy medical expenses and 
had to pay for nurses around the clock for more than a year. 

These cases can be multipled literally a million times in varying 
degrees. 

The committee is considering many aspects of medical costs, with 
particular emphasis on health insurance. When a family’s financial 
security is rapidly being drained by a catastrophic illness, the family 
needs to look for financial relief from every quarter. My two specific 
suggestions today have to do with an area of relief which may come 
within the consideration of this committee. But if my suggestions do 
not, I hope one or more of the members of the committee will think 
well of them and see that they are carried to the proper groups for 
proposed legislation, or at least for a more realistic interpretation of 
the present law. 

I am referring to income-tax deductions allowable for medical ex- 
penses. The $5,000 maximum figure now permitted when a joint re- 
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turn is filed is intended te provide some relief to families who are hard 
hit. But, the law which income-tax representatives must follow is 
exceedingly restrictive. 

A catastrophic illness is, by its very nature, unusual. It results 
in many kinds of medical expenses which are not defined as specified 
in respect to medical-expense deductions. To illustrate, in my case 
these were three : Transportation, special food, and care of the patient 
in the home—not by a registered nurse, but care prescribed by 
physicians at less cost. 

In 1 year the expenses for these items, not allowable, meant a tax of 
nearly a thousand dollars tome. I will not go into detail other than 
to say that 3 physicians and 2 of our finest hospitals in New York 
City—the Presbyterian Hospital and Cornell Medical Center—docu- 
mented the background of the case and these items, prescribed by 
physicians, as directly related to the recovery of the patient. 

With $1,000 at stake, and since my case involved similar expenses 
over a period of years—1949-52—I carried it up to the United States 
Tax Court. At two levels I was offered 50 percent settlement, the 
interpretation of the law varying as to what was allowable in each 
case. 

I wish to record in this connection that I received fair treatment 
and consideration by those with whom I dealt, but the law and its in- 
terpretation were both restrictive. 

After nearly 3 years of reviews of my case before various repre 
sentatives of the income-tax bureau, I finally did not go to trial in the 
United States Tax Court. The advice of two lawyers and an income 
tax expert was that I had little chance of a favorable decision and 
might lose all of the $1,000 involved, plus the cost of lawyers’ fees 
and witnesses. This was in spite of written statements by 4 physicians 
and 2 hospitals, and the sworn affidavits of individuals. 

As I said before, this was due to the limited interpretation of the 
law that made that possible. 

If desired at another time, I shall make available the documentary 
evidence of these. 

My two suggestions are these : 

1. When an income-tax return is flagged for a justification of major 
medical expenses claimed, I believe the taxpayer—in the eyes of the 
law and in the spirit of the law as it was intended—should have the 
right to a medical judgment as to whether the items in question are 
medical expenses, rather than be bound solely by the decision of the 
tax gatherer—the representative of the income-tax bureau. 

By that. I mean that a competent impartial physician, appointed 
by the division of the income-tax bureau protesting the claim, should 
review the claim and supporting evidence, to determine the medical 
nature of the items protested, and how directly they are related to the 
recovery of the patient. This would involve a nominal cost, or fee, 
which I am sure any taxpayer in such a circumstance would, I believe, 
be willing to pay. 

Certainly the cost would amount to far less in the aggregate than 
the cost to the Government in reviewing hundreds of thousands of 
‘ases Which might by the above method be solved fairly and provide 
the relief which I believe is intended in the law. 

Now, there is another aspect which I would like to bring in at this 
point, that there are 3,500,000 families whose medical expenses run 
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from 20 to 100 percent or more of their income. This means more 
than 10 million individuals in the country are affected. Our popu- 
lation, according to recent figures, is divided roughly into three 
groups: One- third of the popul ition under $3,000 income: about one- 
third has income of $3,000 to $5,000, and the other third income of 
over $5,000. Illness does not choose income levels, but we can assume 
from one-half to two-thirds of the families affected by catastrophic 
illnesses are in the level of $5,000 or under. 

Now, what is the burden of medical expenses—I ask the question— 
in undermining the financial interests of 10 million or more of our 
people—in relation to the problem of indigency, and many, many peo- 
ple who are caught in this dilemma become welfare cases, and serious 
ones, I believe. 

2. My second suggestion is this: That in cases where a taxpayer 
can specify allowable medical costs exceeding the $2,500, or $5,000 
limitation, it be permissible to carry the costs forward for 2 or 3 
years, to spread the amount and permit relief, as I believe is permitted 
in connection with business losses. I shall be glad to amplify that 
point also in writing, if desired. 

In conclusion, I should like to project for the committee’s considera- 
tion the implications of problems I have pointed out as they make their 
impact upon the people of the Nation. I said 3,500,000 of our families 
had medical expenses last year which ate up from 20 percent to 100 
percent or more of their total annual income. Project that figure over 
the next 10 years. Being conservative, let us say that somewhere be- 
tween 20 and 30 million families are going to go pretty deeply into 
debt and suffer severe hardships, because this figure 3,500,000 is not a 
static figure. 

It is not the same families every year. There are different families 
affected. Twenty million families, or tie. fifths of our national pop- 
ulation, will be affected. 

I thank you for your courtesy in hearing me and for your considera- 
tion of these suggestions. 

The Cuarrman. Mr, Leibert, the statement that you have made has 
within it some thoughts that challenge attention and should be 
brought to the attention of the Committee on Ways and Means that 
has jurisdiction with reference to our tax laws. 

It is my purpose to see that your statement as made here this morn- 
ing is brought to the attention of that committee, so that it may have 
in mind the situation to which you have referred. 

During these hearings there have been several challenging state- 
ments that have been made to this committee indicating the need of 
some type of legislation that can prove helpful to individuals who have 
these burdensome costs for medical and hospitalization treatment 
placed upon them. I think it was on Friday, for instance, that we 
had presented to us from one of the departments of Government in- 
formation ‘that was based on reports made by only 3 insurance com- 
panies in this country that showed that there were 445,000 loans that 
had been procured from those 3 companies in 3 yee ws—] year for each 
of those companies—in order to enable individuals to ca arry heavy, 
burdensome, medical and hospital costs. 

That was a challenging statement. Today you have made a chal- 
lenging statement, when you point out to this committee what ex- 
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penses can come to an individual family, when you give figures that 
relate to your own family. While all fe imilies m: ivy not have incurred 
the heavy expenses that you have, yet we are aware of the fact the at 
there are families that do have these burdensome costs, and it is in 
their interest that we are endeavoring to give consideration to what 
will be appropriate legislation, as I have already said, under our type 
and structure of government. 

We certainly thank you for your ap pearance here this morning. 

Are there any qu estions, gentle men! We thank you, Mr. Leibert. 

Mr. Lemerr. Thank you. 

The next witness will be Mr. William S. MeNary, chairman, council 
of Government relations, American Hospital Association, Chicago, Il. 

Mr. McNary, I understand that Mr. Gordon Gray, has a schedule 
that makes it rather imperative that he be heard as soon as possible. 
Would there be any objection on your part in permitting the com 
mittee to hear from Mr. Gerdon Gray, president of the University of 
North Carolina before we hear you? 

Mr. McNary. None at all, Mr. Wolverton. 

The Cuairman. Then we will hear Mr. Gordon Gray. 


STATEMENT OF GORDON GRAY, PRESIDENT, UNIVERSITY OF NORTH 
CAROLINA, CHAIRMAN, COMMISSION ON THE FINANCING OF 
HOSPITAL CARE, CHICAGO, ILL. 


The CuairMan. With reference to our witness, Mr. Gordon Gray, 
who we have the privilege of having before us this morning, I would 
like for the committee to know that he is here to testify in his ¢ apac ity 
as chairman of the Commission of Financing of Hospital Care. I 
trust Mr. Gray will explain to the committee the origin and function 
of that commission. 

Mr. Gray’s regular and full-time position is that of president of the 
beg Pag. of North Carolina . 

Mr. Gray served in the previous administration as Secretary of the 
Army and subsequent thereto as a special assistant to President Tru- 
man in aes paring a report on the foreign economic police Vv. 

Mr. Gray is a native of North (¢ ‘arolina, and I can say that he has 
rendered fine service to his home State and to the Nation. 

We feel highly privileged in having witnesses of that character 
and standing, and background and experience that is possessed by 
Mr. Gray to testify and give us the benefit of his views on this all- 
important question. 

We shall listen with a great deal of interest to what you have to 
say, Mr. Gray. 

Mr. Gray. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, I am grateful, of 
course, for the kind introductory remarks made by the chairman. 
Ashe has told you, my name is Gordon Gray and I am appearing 
before the committee as the chairman of the Commission on Financ- 
ing of Hospital Care. 

The commission was established in November 1951, under the spon- 
sorship of the American Hospital Association out of concern for bet- 
ter understanding of the current problems involved in financing hos- 
pital care at the lowest possible cost to the public. 
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May I digress for a moment, Mr. Chairman, to point out that the 
commission was concerned with financing hospital care and was not 
directed originally to address itself to the total health problem. 

The commission was established as an independent, nongovern- 
mental agency to study the reasons for increases in the costs of hos- 
pital care and to determine the best systems of payment for such 
services. 'The commission was also concerned with methods of bring- 
ing to the public the best quality of hospital care at the lowest possible 
cost. 

The establishment of the Commission on Financing of Hospital Care 
was a natural sequel to the work of an earlier commission—the Com- 
mission on Hospital Care—which made its report to the public in 1947 
after a 2-year study. 

The 22 members of the Commission on Hospital Care, representing 
a cross-section of public interest, were responsible for the Nation’s 
first comprehensive study of the general hospital. That study was 
primarily concerned with an evaluation of the general hospital’s func- 
tion as a community institution and its role in the care of all types 
of illness. 

In its 181 principles and recommendations the Commission on Hos- 
pital Care established a guide for the provision of more effective hos- 
pital care. The soundness of these recommendations is evidenced by 
their widespread application today in hospital administration and 
community planning for hospital services. 

Thus that commission, sponsored by the American Hospital Asso- 
ciation, gave the leadership which, in large measure, resulted in the 
planned and orderly manner in which communities and States have 
approached their postwar hospital inprovement and expansion 
programs. 

That commission, however, recognized in its report and recommen- 
dations that a subsequent study would be needed to analyze the vari- 
ous problems associated with financing the care which hospitals are 
dedicated to provide. 

At the request of the then president of the American Hospital As- 
sociation, Dr. Anthony J. J. Rourke, I agreed to serve as chairman 
of the Commission on Financing of Hospital Care. The 34 members 
of our commission were appointed by me after consultation with the 
president of the American Hospital Association and after advice from 
persons with special knowledge of the problems to be studied by the 
new commission. 

Lewis Strauss, until the pressure of his national security responsi- 
bilities kept him from active participation, served as vice chairman 
of the commission. He was, however, of great help to us during the 
first year and one-half of our study, as was Robert Cutler before he 
was forced to resign from our executive committee and from the com- 
mission upon his appointment as special assistant to President 
Eisenhower. 

Persons who were invited to serve on the commission were asked 
to do so because of their interest in improved methods of financing 
hospital care. An attempt was made to select persons for member- 
ship on the commission who would represent a cross section of public 
interest. All members were appointed as individuals and not as rep- 
resentatives of particular interest groups. 
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The first meeting of the commission was held in Washington on 
November 28, 1951. At this meeting the commission accepted its as- 
signed task “to study the costs of providing adequate hospital services 
and to determine the best systems of payment for such services” and 
to prepare a report to the public of its findings and recommendations. 

From the beginning it has been the commission’s desire to direct its 
attention primarily to those areas of immediate concern to 

(1) The public. 

(2) Hospital administrators and hospital boards. 

(3) Prepayment agencies. 

(4) Other interested groups. 

May I digress, Mr. Chairman, to say that in considering prepay 
ment agencies our commission included in that category both the Blue 
Cross type of prepayment agency as well as the commercial insurance 
type of agency, and where our commission used the phrase “prepay- 
mentragencies” both types of institutions providing protection agamst 
the cost of hospitalized illnesses were included. 

During the early months of the study a series of five regional con- 
ferences were held throughout the Nation to formulate the com- 
mission’s major areas of study in consultation with persons who, from 
day to day, were directly concerned with the provision of community 
hospital services. Around the conference tables sat doctors; hospits al 
adminsitrators; nurses; workers in health, welfare, and community 
services ; and representatives of industry, labor, and the general public. 

The conference participants posed questions which they thought, 
from their own local community experience, should receive commission 
attention. More than 400 questions were presented to the commission 
at the regional conferences. These questions were classified and re- 
viewed by the staff, by a special advisory committee of experts ap- 
pointed by the commission, and by the commission itself to determine 
as objectively as possible the definitive areas in which intensive study 
by the commission would be most helpful to States and communities. 
The areas of greatest interest, as established by analysis of the con- 
ference questions, were adopted by the commission in April 1952 
They were: 

1. Voluntary prepayment: An evaluation of its effectiveness for the 
public, for the hospital and for the community, and proposed steps 
for strengthening prepayment in the public interest. 

2. Improved methods of financing hospital care for groups unable 
to afford prepayment or in other ways to pay for care: A determina 
tion of means for assuring hospitals and communities of an adequate 
and orderly provision for meeting the costs of hospital care for per 
sons unable to pay for care. 

3. Why does hospital care cost what it does? An appraisal of the 
elements of hospital cost and an evaluation of various methods for 
control of hospital costs. 

Mr. Chairman, if you will permit me a departure from the prepared 
statement, I might say that originally in our consideration it seemed 
as though we might have a fourth area which would be of a particular 
and special nature, which would be the effect upon costs of hospital- 
physician relationships. We ultimately, I think, covered that into 
this third area which I have previously referred to, but I must say: in 
not the detail and not with the careful documentation that perhaps was 
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indicated. I can only say that what may have been a dereliction in 
that respect was due at least in part to the fact that, in the course of 
our studies, circumstances presented us with 3 different staff directors. 
the first 2 being removed from the picture, 1 by illness, the second one 
by death. We were unable in the course of the study, if we were to 
terminate it within approximately the 2-year period, to give adequate 
attention to the problem of cost of hospital care as affected by the 
relationship between the hospital and the physician. 

And, therefore, at some time it would seem to me that a study should 
be made of that particular problem. 

Three working study committees were established—1 for each of 
the 3 areas of special study, as I have indicated. A member of the 
executive committee served as chairman of each committee, and all 
members of the commission served on at least 1 of the 3 committees. 
A panel of consultants, composed of experts, was appointed to work 
with each committee; and a full-time staff member was appointed as 
committee secretary. 

In the spring and summer of 1952 the committees outlined their 
study programs in consultation with the panel of consultants and the 
committee secretary. Each committee developed its study program 
in the manner that seemed most appropriate for the particular study 
area. 

During the fall of 1953 the committees met to review their study 
reports and to formulate proposed principles, considerations, and 
recommendations for submission to the commission. The full com- 
mission devoted 2 days to each committee’s report. It used the reports 
as background for the formulation of principles and adoption of rec- 
ommendations. 

This summary report of the Commission on Financing of Hospital 
Care was released on January 17, 1854. This report contains the 
principles and the recommendations to the public exactly as formu- 
lated and adopted by the full commission during 6 days of meetings 
held in October, November, and December, 1953. It also presents 
highlights from the commission’s study reports which document the 
findings. I am today making copies of this report available to mem- 
bers of your committee. 

The Cuarman. Mr. Gray, we will have the report examined by 
our staff and made a part of the record, so far as it is possible for us 
to do so within the confines of space to which we are limited. 

Mr. Hrinsuaw. Mr. Chairman, I think it would be well to have the 
names of the members of the commission, together with their connec- 
tions, included in the record. 

Mr. Gray. They will be. If you wish, sir, I shall be glad to read 
them to you, although they are included in the document which will 
be furnished to the committee. Would you like for them to be read 
into the record, Mr. Chairman ? 

The Carman. Yes; but you need not take the time to do that now. 
I will make available to Mr. Hinshaw the copy of the report that I 
have here, which gives the names of the individuals. Certainly their 
names indicate that they make a very widespread group with respect 
to their activities, all of which makes it highly important for the 
record. 

(The composition of the commission is as follows :) 
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OOMMISSION ON FINANCING OF HOSPITAL CARE 


Gordon Gray, chairman, Chapel Hill; president, University of North Carolina 

Lewis L. Strauss, vice chairman, Washington, D. C.; Chairman, Atomic Energy 
Commission. 

taymond B. Allen, M. D., Los Angeles; chancellor, University of California 
at Los Angeles. 

Arthur C. Bachmeyer, M. D., (deceased) Chicago; past president, Association 
of American Medical Colleges. 

George Baehr, M. D., New York; president and medical director, Health In- 
surance Plan of Greater New York. 

Stanhope Bayne-Jones, M. D., Washington, D. C.; formerly president, joint 
administrative board, New York Hospital-Cornell Medical Center; now Tech 
nical Director of Research, Office of the Surgeon General, Department of the 
Army 

Douglas V. Brown, Ph. D., Boston; Alfred P. Sloan, professor of industrial 
management, Massachusetts Institute of Technology. 

Robin C. Buerki, M. D., Detroit; executive director, Henry Ford Hospital. 

James R. Cameron, D. D. S., Philadelphia; chief of oral surgery service, Penn- 
sylvania Hospital. 

Edwin L. Crosby, M. D., Chicago; director, Joint Commission on Accreditation 
of Hospitals. 

Albert W. Dent, Ph. D., New Orleans; president, Dillard University. 

©. Manton Eddy, Hartford; vice president and secretary, Connecticut General 
Life Insurance Co. 

E. J. Faulkner, Lincoln, Nebr.; president, Woodmen Accident Co. 

Morris Fishbein, M. D., Chicago; editor, Postgraduate Medicine; General 
Advisory Board, National Foundation of Infantile Paralysis. 

Edmund Fitzgerald, Milwaukee; president, Northwestern Mutual Life Insur- 
ance Co. 

Paul R. Hawley, M. D., Chicago; director, American College of Surgeons 

Ritz E. Heerman, Los Angeles; president, American Hospital Association ; 
general manager, Lutheran Hospital Society of Southern California. 

James H. Hilton, Ames, Iowa; president, Iowa State College. 

Fred K. Hoehler, Chicago; director, Citizens of Greater Chicago. 

Vane M. Hoge, M. D., Washington; Assistant Surgeon General, Public Health 
Service. 

J.S. Jones (deceased), St. Paul; executive secretary, Minnesota Farm Bureau 
Federation. 

Leonard W. Larson, M. D., Bismarck; director, Quain and Ramstad Cancer 
Clinic. 

Walter B. Martin, M. D., Norfolk; president-elect, American Medical Associa- 
tion; chief medical consultant, Del’aul Hospital. 

Rt. Rev. Msgr. Donald A. McGowan, Washington; director, Bureau of Health 
and Hospitals, National Catholic Welfare Conference. 

William S. McNary, Detroit; executive vice president, Michigan Hospital 
Service. 

Mrs. Agnes FE. Meyer, Washington, D. C. 

Joseph G. Norby, Milwaukee; Administrator, Columbia Hospital (retired). 

Howard A. Rusk, M. D., New York; associate editor, The New York Times. 

Stanley H. Ruttenberg, Washington; director of research, Congress of Indus- 
trial Organizations. 

Boris Shishkin, Washington; director of research, American Federation of 
Labor. 

Ruth Sleeper, R. N., Boston; president, National League for Nursing; director, 
School of Nursing and Nursing Service, Massachusetts General Hospital. 

Ernest L. Stebbins, M. D., Baltimore; director, School of Hygiene and Public 
Health, Johns Hopkins University. 

James E. Stuart, Cincinnati; chairman, Blue Cross Commission; executive 
director, Hospital Care Corporation, Cincinnati. 

Harold 8. Vance, South Bend ; president, Studebaker Corp. 

Charles F. Wilinsky, M. D., Boston; director, Beth Israel Hospital (retired). 

Edwin B. Witte, Ph. D., Madison; professor of economics, University of 
Wisconsin. 

EXECUTIVE COM MITTEE 


Gordon Gray, chairman. Robin C. Buerki, M. D. 
Lewis L. Strauss, vice chairman. Edwin L. Crosby, M. D. 
George Baehr, M. D. Rt. Rev. Msgr. Donald A. McGowan. 
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STAFF 
John H. Hayes, director Donald J. Mensinger 
Harry Becker, associate director Carl K. Schmidt, Jr 
Grant Adams Barbara Sevy 
Isidore Altman Robert M. Sigmond 
Harry Auerbach John H. Sloss 
Howard L. Bost Gerald C. Stewart 
Mildred Corbin George P. Bugbee, consultant 
Marjorie Lawson Maurice J. Norby, consultant 

Mr. Gray. Mr. Chairman, may I address myself to that point! 1 
would suggest th: . in the membe rship of the commission, among the 
34 members, the political views ranged across the entire spectrum, or 
pretty nearly across. If I may make a facetious observation, I know 
of no member of the Communist Party, or of what would be the other 
extreme, but various points of view certainly were represented, and I 
think it is remarkable that we had only one dissent with respect to one 
particular recommendation. It will be indicated in the report. 

We also had two dissents in general; that is, two members of the 
commission dissented in gener: al terms to the tenor of the report, and 
our vice chairman requested that his concurrence be stated only in 
general terms, because he was unable, because of his Atomic Energy 
( nee duties, to attend meetings in the last few months. 

», therefore, out of 34 commission members, and with very wide- 
spre a differences and points of view, there came a surprising una- 
nimity of opinion, and I think it is important for those members of 
the committee who read this document to understand that there were 
not a lot of minority fragmentary reports, but that there was a com- 
mission report with a minimum of dissent. 


In the fulfillment of the objective “to study the costs of providing 


adequate hospital services * * *” the commission’s study report on 


Factors Affecting the Costs of Hospital Care will be published this 
spring. In this study the commission has been concerned with the 
sharp rise in hospital expenditures that has accompanied the increase 
in the quantity and quality of hospital services received by the people 
of the United States. 

In fulfillment of the commission’s objective “* * * to determine 
the best systems of payment for such services,” two other volumes will 
also be publis shed early this year—Prepayment and the Community 
and Financing Hospital Care for Nonwage and Low-Income Groups. 

In its evaluation of voluntary prepayment the commission has 
been concerned with the amount of protection available tod: ay and the 
actual amount purchased by the public and with the extension of pre- 
payment coverage to groups now without protection. Special atten- 
tion has been given in the report on Prepayment and the Community, 
to the problem of economical use of funds paid by the public to pre- 
payment agencies. 

In the report on Financing Hospital Care for Nonwage and Low- 
Income Groups the commission recognized that there are many persons 
who, for reason of inability to work or for reason of low income, are 
unable to pay for hospital care at the time of illness or to budget for 
care through prepayment. Adequate financing of hospital care for 
these persons is a problem of major significance to many communities 
as well as to many hospitals. 

The committee will, I am sure; want to study the commission’s 
summary report in detail—that is the report that is being handed to 
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you this morning—since I cannot today in the time available outline 
all of the guiding principles and recommendations set forth. I would, 
however , like to review very briefly for the committee some of the more 
import: unt recommend: tions, I will review these in the order they 
ap Pees in the commission’s summar y report: 

vst. The commission believes that the voluntary prepayment 
plans have clearly demonstrated the soundness of this approach to 
financing hospital care and that steps should be taken to extend pro 
tection to persons not now covered and to increase benefit provisions, 
where necessary, to provide fully adequate protection. 

Second. To the extent that voluntary prepayment can be ex- 
tended to all population groups, including the low-income families, 
the commission felt that dependency on tax funds for the payment 
of hospital care would be reduced. 

Third. The public, the commission thought, wanted more com 
prehensive benefits than prevailed today in many communities, but to 
accomplish this objective required better understanding and coopera 
tion by the public, hospitals, prepayment agencies, and the medical 
profession. 

Fourth. Commission recommendations placed considerable em- 
phasis on the need for measures for reaching the rural, self-employed, 
employees of small firms and other e mployed groups not as extensively 
covered as are persons in industry. 

Fifth. Employer participation in financing prepaid protection, 
it was recognized, has been an important factor in the rapid exten 
sion of coverage and it was felt that this practice should be encouraged. 

Sixth. Low-income families, the commission recommended, should 
be encouraged to budget through voluntary prepayment for the cost 
of adequate protection rather than purchase aan protection or 
rely on public funds for payment of care at the time of hospitaliza 
tion. Experimental programs should be instituted to reduce the cost 
of prepayment to bring protection within reach of this group. Tax 
funds, it was thought, may he necessary for such experimental 
projec ts. 

Seventh. The commission felt that groups not presently covered 
could be reached more easily if the cost of prepayment were reduced 
through the broadest possib le pooling of risk and costs on a com 
munitywide basis to maintain as nearly uniform rates as_ possible. 
This would reduce the necessity of higher rates for the groups more 
difficult to reach or who might not be as favorable risks as other 
groups. 

Eighth. The commission thought that the following would in 
crease the effectiveness of prepayment plans. 

Now, Mr. Chairman, I will apologize for another disgression, but 
I am afraid that reading this entire statement may take too much 
time and perhaps go into too much detail, and I would like, if I may, 
with your permission, to have you consider a brief résumé on my part 
of what Seliinend in the prepared statement and to save time for ques 
tions which the chairman and members of the committee would wish 
to address to me. 

The Cuarrman. Well, Mr. Gray, I do not want you to think that 
the time of this committee is so important or so limited that we will 
not have an opportunity to hear what you wish to submit to us on 
behalf of the commission for which you are speaking. 








2284 HEALTH INQUIRY 


I have just commented to my colleague that this statement that 
you are making is one of the finest that has been made to this com- 
mittee during all of these hearings, because it is constructive in 
character. 

I wish that all organizations that are charged with responsibility 
in this matter could have come before us with the thought and prep- 
aration on the proposals that you have in presenting this to us. I 
cannot commend you or your organization too highly for having come 
before us with a report of this character in which you seek to be of 
real assistance to this committee, by reporting to it its studies and 
recommendations—and the recommendations that you make are cer- 
tainly of a character that must have the attention of this committee, 
if we are to fulfill our duty as a legislative committee. 

Now, feel perfectly free to use what time you wish, because this is 
one of the most refreshing incidents that we have had during this 
whole series of hearings. 

Mr. Gray. Thank you very much, Mr. Chairman. IT do not care 
for this to be of record, necessarily, as it is not pertinent to our dis- 
cussion. I have appeared before congressional! committees in the 
past. I have never had such kind treatment from a chairman before. 

The Cuatrman. Well, whatever treatment—— 

Mr. Gray (continuing). I am tempted to say, Mr. Chairman, that 
I am tempted not to believe what I read in the press today about con- 
gressional committees. 

But, I will proceed with the statement. 

The CuarmrmMan. Whatever degree of kindness may seem to be ex- 
pressed, is only in his endeavor to reflect what is the desire of the in- 
dividual members of the committee. 

Mr. Gray. Thank you, sir. 

Mr. Hinsuaw. Also, Mr. Gray, this is not an appropriations com- 
mittee. 

Mr. Gray. No, sir. I will proceed, Mr. Chairman. 

Eighth. The commission thought that the following would increase 
the effectiveness of prepayment plans: 

(a) Reduction of multiplicity of benefit patterns to a much smaller 
number than is now found in most communities. 

(b) Extension of scope of benefits so as to obviate the necessity for 
purchasing duplicate hospitalization protection. 

(c) Description of benefit provisions to be in nontechnical lan- 
guage so as to enable people to select intelligently the most satisfac- 
tory prepayment plan for their purposes. 

(7) Elimination of unnecessary or trivial special benefits which 
tend to obscure the real nature of the contract and fail to indicate 
serious deficiencies and limitations of the essential benefit provisions. 

(e) Removal of benefit limitations which seemed necessary when 
prepayment was in a more experimental stage but which experience 
has demonstrated to be unnecessary. 

(7) Inclusion of benefit provisions which have been shown by ex- 
perience to be practical or which have become necessary because of 
the development of modern hospital services. 

(7) Integration of hospital protection with medical-surgical pro- 
tection when both are purchased, so as to eliminate duplication of 
benefit provisions. 
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Ninth. The commission stressed the importance of keeping pre- 
payment costs to the public as low as possible, and on this point made 
the following recommendations: 

(a) Development of measures for the most economical use of hos- 
pital personnel, materials, and facilities so as to maintain unit costs 
as low as possible consistent with quality of service. 

(6) Measures should be adopted to maintain the per capita cost of 
prepayment at the lowest possible levels, by eliminating: 

1. Unnecessary admissions—this, of course, means admissiens 
to hospitals. . 

2. Use of inpatient facilities when services can be provided on 
an ambulatory basis. 

3. Unnecessary use of beds prior to institution of active treat- 
ment. 

4. Use of hospital beds after medical need no longer exists. 

5. Laboratory, X-ray and other hospital services that are not 
medically indicated. 

(c) Attention should be directed to experimentation with benefit 
provisions in hospital and medical prepayment contracts which will 
reduce use of inpatient services by encouraging use of services on an 
ambulatory basis for preadmission diagnostic procedures, and pro- 
mote the use of home care and of convalescent facilities. 

(d) Reduce to a minimum the share of the public’s prepayment 
dollar which is not paid for hospital services, but is used in unwar- 
ranted amounts for sales promotion, administration, and other over- 
head expenses of the prepayment agency. 

Now these recommendations, Mr. Chairman, which I have just read 
to the committee, for the most part, I believe, certainly would not be 
involved in Federal legislation. However, as we come to the nonwage 
and low-income group areas in our report, there are matters which 
may concern the Federal Government. 

For the nonwage and low income groups— 

First. Funds from private as well as local, State, and Federal 
sources, the commission felt, should be used to explore on an experi- 
mental basis methods for lowering the cost of voluntary prepayment 
for the low income groups. 

Second. Until satisfactory methods have been developed to bring 
the low-income families into voluntary prepayment at rates they can 
afford, the commission recommended that State and Federal grants 
should be made to local communities for the purchase of hospital care 
for this “medically indigent” group. 

Third. Hospitalization protection, through the voluntary plans, 
should be included as a part of the unemployment compensation pro- 
gram for the protection of unemployed wage earners and their fami- 
hes, according to one of the commission’s recommendations. 

Fourth, The commission proposed that there be a provision in the 
Federal old age and survivors insurance program for hospitalization 
protection for needy beneficiaries receiving monthly income mainte- 
nance benefits under this program, provided : 

(a) That the certification and administration of funds for hospital 
benefits be the responsibility of State and local agencies; and, 

(6) That the protection be provided by the local administering 
agency through purchase of voluntary prepayment from OASI funds 
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or by direct payments to hospitals on a reimbursable cost basis from 
such funds, 

It was on this point, Mr. Chairman, that we had a Commission dis- 
sent to the recommendation that there be provision in the old age and 
survivors insurance program for hospital protection for needy bene- 
ficiaries, and the dissent is indieated in the report which you will have 
before you. 

Fifth. The commission felt that as an incenttfve to localities and 
States to make more adequate financial and administrative arrange- 
ments and to strengthen existing provisions for those needing public 
aid for hospital care, identifiable Federal funds may be needed by the 
States from Federal sources on a matching basis for an initial and 
limited period of time. 

Under these circumstances methods of administration of funds 
should provide for a maximum of local administrative responsibility, 
and the summary report outlines in some detail the safeguards which 
the commission believes should be set up to assure local responsibility 
for administration. 

Sixth. The commission felt that necessary hospital care should be 
available to all persons in the community without regard to their 
ability to purchase it. It was the view of the commission that pay- 
ment of the costs of hospital care is primarily the responsibility of 
the individual or family unit. The community should assume respon- 
sibility for payment only when the individual or family unit is unable 
to pay for care. 

Funds for financing hospital care for those who cannot pay for it 
should come from local community sources. State aid should be 
sought only when local need for hospital funds is established, and 
Federal assistance sought only when State inability to finance neces- 
sary care is determined. 

Seventh. The commission had the view that, even though Federal 
funds may be necessary for experimentation in developing methods 
for improved financing of hospital care for persons in the low- 
income—medically indigent—group, a method of measurement to de- 
termine eligibility for assistance cannot be established on a national 
basis for application throughout the country but must be established 
and administered in the local community. 

Now, Mr. Chairman, on these last three points, generally, 5, 6, and 
7, there were 2 commission members who registered unhappiness with 
the approach, feeling that the commission should have addressed it- 
self to a more comprehensive national social insurance approach to 
the problem and feeling there was too much emphasis placed by the 
commission on local control. Nevertheless, the report as I indicated 
to you reflects the overwhelming view, I think, of the membership of 
the commission. 

And, finally in connection with the matter of lowering the costs of 
hospital care. 

First. Before making capital expenditures for construction and 
equipment, the commission recommended, hospitals should carefully 
determine the needs of the community as well as its ability to finance 
maintenance costs. Overbuilding, w ith attendant failure to make full 
use of bed capacity and diagnostic and therapeutic facilities, should 
be avoided. 
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Second. Studies should be made to determine actual needs for vari- 
ous services available in the hospital and to determine the possibility 
of integrating some of the more specialized services W ith those of other 
hospitals to avoid duplication of facilities and services, according to 
another recommendation of the commission. 

Third. Hospital medical staffs should, the commission recom- 
mended, develop and establish “medical economic auditing” pro- 
cedures to reveal any unnecessary use of facilities and possible need 
for change in admission and discharge procedures. 

Fourth. The commission recommended that wherever joint action 
promotes more effective and economical care hospitals should cooper- 
at: In joint purchasing; training of interns and nurses; recruitment 
of nurses and other personnel; joint action to obtain from Government 
agencies adequate payment for public assistance groups joint surveys 
of community needs and limitation of certain specialized services to 
specific hospitals. 

Fifth. As a means of reducing unnecessary prolonged use of hos- 
‘ital beds in units for acute illnesses, the commission suggested that 
hospital trustees, administrators, and medical staffs should join in 
efforts to promote early referral of such patients to special facilities 
for the care of chronic illness, convalescence, rehabilitation units, or 
to home-care programs. ‘These special programs for long-term care 
should be established by general and special hospitals, or by other com- 
munity groups, and integrated with hospitals. 

I might digress for a moment to say I think the members of the com- 
mission felt that this was a particularly important matter for con- 
sideration because of the fact that many of our voluntary hospitals 
today are caring for patients who could be cared for in simpler sur- 
roundings at much less cost to the individual or, as happens to be more 
often the case, cost to the community. 

The commission’s task has been a difficult one, for there were no easy 
solutions to the problems studied by the commission. Each community 
and each hospital has its particular problems. The commission mem- 
bers, individually and as members of study committees, have devoted 
many hours to the assigned task. 

What may prove to be one of the most important effects of the com- 
mission’s many meetings and extensive discussions will not be fully 
reflected in the reports to the public. 

During the 2 years of our deliberations, persons representing vari- 
ous points of view and fields of interest have spent many hours to- 
gether discussing the questions about which policy decisions needed 
to be made. The broad base of agreement reached by the commission 
has required an understanding and appreciation of many different 
points of view. 

Jointly thinking through the problems confronting the commission 
has helped to bring closer together divergent points of view. The 
virtual unanimity of thinking as expressed in the commission’s recom- 
mendations is not only gratifying but has undoubtedly established a 
sounder foundation on which to build in the future. 

Inherent in the commission’s recommendations to the public is the 
need for further study and examination of the problems discussed. 
In every community and in every State, representatives of the public, 
of hospitals, of physicians, and of prepayment and other health and 
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welfare agencies will need to test the commission’s recommendations 
in the light of their own particular problems and experience. 

The lasting effectiveness of the commission’s work is dependent on 
community action. We believe that our recommendations provide 
a basis for organized community action which will lead to improved 
methods of financing hospital care for all income groups. 

We welcome, Mr. Chairman, this opportunity to discuss the work 
of the commission with your committee and hope that our findings and 
conclusions will be helpful in your deliberations on questions of 
national health improvement. 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Gray, there is no doubt whatsoever in the mind 
of any of us on this committee who have had the privilege of hear- 
ing you testify this morning but that we all agree with what has al- 
ready been said, that this is one of the most helpful, finest, and most 
constructive statements that has been presented at any time. 

I do not wish in any way to deteriorate from the value of state- 
ments that have been made by others, but I say to you that this is 
one of the most helpful that has been presented to us in all of the 
days of these long hearings that we have been hearing witnesses, and 
we feel grateful indeed to you. 

Mr. Gray. Thank you, sir. 

The Cratrman. Now, with reference to the questioning this morn- 
ing, the Chair is aware of the fact that through many, many sessions, 
the members that I was going to say are at the lower part of our totem 
pole have shown their devotion by their attendance through long 
hours, waiting their opportunity to question witnesses, and I want to 
recognize the faithfulness in that respect of those members this morn- 
ing, instead of starting with the senior members of this committee, 
to start with the so-called junior members of the committee. 

Now, as I look at the list of members that has been given to me, I am, 
as chairman, at the very bottom of the totem pole. However, it is not 
my intention to take advantage of that fact immediately to begin ques- 
tioning the witness. I will start further up the totem pole, and that 
would mean that we would start with Mr. Younger, if he has any ques- 
tions to ask at this time. 

Mr. Youncer. Mr. Chairman. 

The Cuatrman. Mr. Younger. 

Mr. Youncer. Mr. Chairman, your change in technique catches us 
by surprise. At least it does on my part. 

There is only one thing that I might ask which is in regard to this 
subiect. Did you have any close study of the clinical side of the hos- 
pitalization, private clinics? 

Mr. Gray. No. No; we did not. The commission did not concern 
itself with a study of private clinics, except as they may come into 
some of our considerations of treatment and diagnosis on an ambula- 
torv basis and the matter of sending people into the hospital for diag- 
nosis or for therapeutic procedures, which could as easily be done on 
an ambulatorv basis without the costs involved in inpatient care: but 
as such we did not address ourselves to the private clinic. 

Mr. Youncrr. Well, do you have any opinion; do you think that 
there is a legitimate need for more clinics, and if we had more clinics, 
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would that relieve the hospitals of some of the functions ths at they now 
perform that could very easily be performed by the c linic s? 

Mr. Gray. Well, let me answer it this way, if I may oe I think 
I should say that I feel here this morning that my testimony should 
attempt as nearly as possible to reflect the views of this commission, 
because I am appearing in the capacity of chairman. I certainly am 
sure that the commission would have agreed unanimously on one 
principle, which I think is involved in your question, and that is that 
to the extent that sensible and practicable measures can be taken to 
reduce unnecessary inpatient care, such steps should be taken. 

Now, there is not any a that many diagnostic and thera- 
peutic procedures can be effected and performed in private clinics, and 
in most instances more cheaply in the clinic than on an inpatient basis. 

It is also true that such service could be performed on an outpatient 
basis in areas adj: cent to or a part of the voluntary hospit: al. 

The commission did not address itself to the question of whether 
there should be no private clinics, nor to the question of whether all 
outpatients should be rendered service in hospitals. We did not feel 
that it was our responsibility to make a determination in that poets 
and I think the answer really is that an expansion of hospital resources 
for outpatient care or of private clinic resources for ambulatory care, 
must depend on the needs of the Jocal community and cannot be deter- 
mined on any national basis. 

Now, if that sounds like an evasive answer to your question, Mr. 
Younger, I am sorry for that, but it certainly, I think, reflects the 
deliberation of the commission. 

Mr. YounceEr. That would also apply to the chronic cases, that 
facilities to take care of chronic hospitalized cases? 

Mr. Gray. This again, it would seem to the commission, should be 
approached on a basis of community needs; but I do not think it can 
be too much emphasized that there is need in this country for facilities 
for the care of patients, many of whom have some sort of long-term 
illnesses, who do not need the specialized and highly expensive care of 
the short-term voluntary hospital: but who may be adequately taken 
care of either in convalescent homes, or in institutions for what we 
sometimes refer to as the chronically ill; or in rehabilitation centers, 
and thereby allowed to become useful and productive members of 
society. Our commission recognized the need for that. You will 
find it expressed. But again the focus of our study was on the cost 
of hospital care in the voluntary short-run, acute hospital. Those 
costs will be reduced, certainly, by the provision of facilities such as 
we have just discussed. 

Mr. Younger. One other question. I gather from your remarks 
in the report and in the record, that whatever is done by the Federal 
Government in an effort to relieve the congestion it should be for 
hospital care, and must take into consideration the local situation; 
we must cooperate and take into consideration the local conditions in 
each case. It cannot be done on a national basis. 

Mr. Gray. Yes, sir. I think the commission felt that insofar as the 
Federal Government might come into the picture with respect to 
direct payment for hospital costs, or with respect to helping provide 
prepayment protection for low-income groups, if some acceptable 
means can be found to do so, there must always be local administra- 
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tion of those funds. You will find that we have made reference to 
the possible wisdom of making identifiable matching grants to States 
on a limited-term basis which, of course, as I recall it, was the Hill- 
Burton principle. The Federal funds were matched, depending upon 
the economic condition of the States and communities, but there has 
been local and State administration of those funds. 

Mr. Younger. Thank you. That is all, Mr. Chairman. 

The Cuarrman, I think it might be appropriate for me to say in 
connection with the questions which have been asked by Mr. Younger, 
that the thought that is in the mind of some who are interested in 
providing clinics is recognition also of the chronic cases and cases of 
that character, and that they could very properly, maybe necessarily, 
be provided in connection with hospitals already in existence. I men- 
tion that for the reason that during your answer you occasionally re- 
ferred to private hospitals. I thought maybe you had in mind that 
would have to be something separate and distinct from the public 
hospitals. In the minds of some it does not have to be of that 
character. 

Mr. Gray. Yes, sir. 

I might say that I think there is one point, Mr. Chairman, on which 
I would like to express a personal view—and this violates perhaps 
my commitment in my appearance here. But, I should like to point 
out to you that the commission felt that in many of these things for 
experimentation and perhaps for some continuing assistance, Federal 
funds might be necessary. However, the commission did say that 
Federal funds should be sought only when State inability to finance 
some of these things was c learly demonstrated. My personal view is 
that whereas there may have to be some Federal participation, we 
have not fully demonstrated throughout the country the inability of 
the States to make a greater contribution to the hospital problems of 
the country within the States. 

I know that this is not a view which would be universally shared, 
but at the risk of—well, with the warning that there is a facetious 
element in what I am about to say—I do not know of any of the 48 
States that enjoys the debt that the Federal Government enjoys. 

What I am trying to say is that so far as I know most States operate 
pretty well on a balanced budget and it could be argued that some 
of the States are financially better off than the F ‘ederal Government. 

But seriously, I think that the local community should do all it can 
do. The States should do all they can do, and the Federal Govern- 
ment should come into the picture when there is demonstrated the 
inability at the lower echelons, if you will, of government. 

I think that reflects the majority view of our commission. 

The Cuarrman. The principles that underly the Hill-Burton Hos- 
pital Construction Act have been readily accepted and generally ac- 
cepted, and there is a pretty general feeling that that phase of our 
health problem is being wor ked out very satisfactorily. I think it 
is in the minds of those who are advoc: ating the extension of these 
other facilities, such as reference has been made to this morning, it is 
the idea that the same opinions that underly the Hill-Burton Act 
will and can be applicable to these other expanding facilities. 

We start hearings on that phase of our work on Wednesday of this 
week, when Mrs. Hobby, Secretary of Health, Education, and Welfare, 
will be the first witness. 
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I hope that your association, if you feel it appropriate to do so 
and I certainly hope you do—will give some examination to that bill, 
which will be our first bill for hearings, and if you should care to 
make any representations either individually or as an association with 
respect to it, we would certainly be glad to have the benefit of that 
in our hearings. 

Mr. Gray. Thank you, sir. 

The Cuarrman. Looking to the minority side, is there anyone there 
in a position on the totem pole that I have indicated, who cares to be 
heard ¢ 

Mr. Roperts. Mr. Chairman. 

The CuHairman. Mr. Roberts. 

Mr. Roserrs. Mr. Gray, in paragraph 5 on page 7 you say: 

Employer participation in financing prepaid protection, it was recognized, 
has been an important factor in the rapid extension of coverage, and it was felt 
that this practice should be encouraged. 

I thought that at some place in your statement you had mentioned 
that this could be extended to the Federal Government as employer. 
1 would like to ask this question. I understand that that number 
has been reduced somewhat, but about 1 out of every 7 persons is 
employed either by the Federal, by the State, or by the county or 
city governments. 

Do you have in mind that this prepayment plan could be handled 
by the Federal and other agencies of Government on a practical, sound 
basis # 

Mr. Gray. Let me address myself first, if I may, to what I am afraid 
was a misinterpretation, when I referred in the statement to the exten 
sion of prepayment through use of Government funds. I think that 
was in reference to the needy beneficiaries in the OASI program, and 
1 do not believe you will find that we specifically addressed ourselves 
to Federal Government participation for its own employees or for 
State or local Governments. The answer would be that the commis 
sion did not recommend that the Federal Government pay for hospital 
insurance for Federal employees. Certainly I am sure it would be 
inherent or implicit in the commission’s thinking that anything that 
the Government could do to facilitate the coverage of people on Fed 
eral or State payrolls should be done. 1 do not think we would have 
gone so far as to recommend that the Federal Government actually 
assume this responsibility for its employees. 

Mr. Rorerts. Now, in order that you may understand me, what I 
have in mind is this. I have been ap proached several times, since | 
have several Government installations in my district, by the Blue 
Cross and various other people who would like to go out to the Federal 
installations and set up some kind of a plan whereby payroll deduc- 
tions could be made for hospital insurance. 

So far as 1 know, that is not done in any of the Government installa 
tions. And, I for one cannot see why that would not be practicable, 
so long as it is handled by private organizations. 

Of course it might mean that you would have to detail some Federal 
employee or employees to handle just that sort of a bookkeeping 
operation. 

I just wondered if you or the commission in making its studies con 
sidered that plan, because it would mean coverage for many people 
who do not now have it at the present time. 
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Mr. Gray. Well, I think I can say that the commission did not 
address itself to that precise point, but I think I can also say that the 
commission would approve, as I said earlier, encouragement of any 
measure to facilitate the procedures of covering the population under 
voluntary prepayment. I want to make the distinction clear as be- 
tween that and the Federal Government financing hospital care for 
its own employees. I think the answer would be that the commission 
would recommend the study of your suggestion. 

Mr. Rornerts. Thank you, sir. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Pelly. 

Mr. Petry. Mr. Chairman. Mr. Gray, I certainly want to com- 
mend you for this very fine testimony that you have given us, before 
we read the complete commission report, because I think it gives us 
the basis on which to build our legislation and our thinking on health 
needs of the Nation. I think it is a very, very helpful report. 

Mr. Gray. Thank you, sir. 

Mr. Petry. In the 5 forums—I think it was 5 regional forums that 
you had—did vou get any expression of concern over the number of 
hospital beds that were available to the public in the various areas of 
the country ? 

Mr. Gray. Well, I am sure we did. Of these 400 questions that 
were presented, I am certain that they concerned themselves with the 
question of adequacy of hospital beds. Again, however, the commis- 
sion felt that with respect to that problem, the need for hospital beds, 
it is one that must be determined locally; that it is imnossible to sit in 
Washingon and sav that Y community needs Y beds. IT think the 
commission, would have said there is no national yardstick that can be 
applied to the number of beds needed per thousand of population, 
because of the great variety that we find in this country. Some areas 
need more hospital beds than other areas. But, this is a matter which 
was covered in the earlier commission to which I referred, the com- 
mission on hospital care. 

We were concerned with the financing and therefore did not address 
ourselves to that problem. 

Mr. Petiy. I infer from your report that it would reduce the cost 
of hospitalization, if we were able to increase the number of con- 
valescent and other tvnes of less costly facilities. 

Mr. Gray. Yes. The commission felt that that was an important 
factor in continuing to provide high-quality hospital care at the lowest 
possible cost. 

The commission, may I say—TI do not think that any of us felt that 
there is any way now to do much about reducing hospital costs, but to 
maintain them at the lowest possible levels, and that is an important 
factor. 

Mr. Prtiy. I think you may have to depart from the recommenda- 
tions of the commission or in expressing the thinking of the commis- 
sion to answer this question, but I would appreciate your personal 
views based on your experience: 

Do you believe that a system of insurance or reinsurance of pre- 
payment of voluntary hospital plans, would be economically sound 
and helpful to the whole program of the Nation’s health ? 

Let me state that a little simpler. Could we give more compre- 
hensive service to hospitalization if prepayment plans were reinsured ? 
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Mr. Gray. I will try to answer that, and this must be a personal 
answer, because the commission did not consider this question. 

The are two main problems, of course, in considering it. If one 
accepts the fact that in America we have demonstrated that voluntary 
prepayment is a basic way to finance hospital care—it happens to be 
my view and I think the commission’s view that we have demonstrated 
that in this country—then there remain two problems connected with 
it—one is in the extent of coverage in terms of population, reaching 
those groups not now covered. There are, as you have certainly had 
testimony to indicate, some 91 million American people who have some 
sort of protection. That does not mean they are all fully covered. 
That is an insufficient number. That is one problem. 

The other problem is the extent of coverage under the benefit 
provisions. 

One is the number covered, and the other is how much service is 
taken care of under whatever the contract may be. 

Now, when you talk about reinsurance, it is not clear to me whether 
that is proposed in order to reach more people or to render more 
comprehensive benefits, or both; but in any event, if it is concerned 
with either, I should say that there is one of the areas which would be 
covered by the commission’s feeling, that it would be perfectly appro- 
priate to use Federal funds for experimentation to improve the volun- 
tary system of prepayment. Therefore, my last sentence in answer 
to your question is that I could not give you a categorical judgment 
as to whether reinsurance would be helpful. I certainly would think 
personally, and as chairman of the commission, I can say that ex- 
perimentation in that is something that should be very carefully 
considered. 

Does that answer your question? 

Mr. Petty. Yes, that gives me a very good answer. I think that 
as far as you possibly could go. 

Mr. Gray. Thank you. 

Mr. Petry. I take it, then, that you have read the President’s rec- 
ommendations and so far as they are spelled out, why, you believe that 
they would constitute a good plan? 

Mr. Gray. I am repeating myself, but I am not sure I know fully 
what is votiininiiaeel by reinsurance. I certainly can clearly say 
that I think that experimentation with reinsurance, either for broad- 
ening the population coverage or benefit coverage, is desirable and our 
commission certainly would have no objection to the use of Federal 
funds for such experimentation. 

Mr. Petiy. Thank you very much. That is all, Mr. Chairman. 

The Cuarrman. Mr. Thornberry. 

Mr. THornperry. Mr. Gray, I want to join others who have com- 
mended you on the fine statement you have made before the committee, 
in making available your report. I have not had an opportunity to 
examine the report during your testimony here. I suppose the report 
contains a statement as to the basis of how your work has been financed. 

Mr. Gray. That is right. 

Mr. THornperry. So I will not go into that here. 

Did the commission in going into the question of voluntary pre- 
payment as a procedure for paying for hospitalization give any study 
to whether or not the various plans have contributed to the increase 
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in hospital costs or whether they have served to decrease their hospital 
costs ¢ 

Mr. Gray. Well, you will find—not in detail in this document which 
I have given to you today, but in the study reports as we refer to 
them—there are three study reports, each one a document of this size— 
material backing up these principles and recommendations and high- 
lights I think that this is not an expression of institutional immod- 
esty, Mr. Thornberry, to say that there never yet has been a compre- 
hensive study of prepayment that is equal to the one which this com- 
mission and its staff made in this case, and in its documentation I think 
you will find it is going to be rather impressive. 

Consideration was given in these study reports to the various fac- 
tors which have entered into costs. Now, the commission did make a 
statement which you will find in here, that there is an inherent danger 
involved in prepayment. Although the commission, I guess, unani- 
mously—well, let me say virtually unanimously—endorsed prepay- 
ment as the basic means of financing hospital care, the commission 
felt that there was an inherent danger in this situation : The more peo- 
ple who are covered under prepayment, and the broader the benefits 
are under prepayment, and as that condition continues to improve, it 
raises dangers in that there are very few people who are concerned 

with keeping the cost of hospital care down. I guess that is the point 
you are getting at. 

Mr. THorneperry. Yes. 

Mr. Gray. Because if the hospital administrators know that for 
whatever service is rendered the patients they are going to be paid, 
and the patients know that the services are going to be paid for, and 
the doctors do not have any concern arising from economic pressure, 
then perhaps it is only the officials of the prepayment agencies that 
get concerned. They are not at any points of pressure. And so the 
commission recognizes, and I think the American people should rec- 
ognize, that there are dangers in extending this, and therefore it is 
incumbent upon the patients, the administrators, the prepayment peo- 
ple, the physicians, and the general public, who have a stake in this 
thing, to do everything possible to keep the cost of paspares care down; 
such as avoiding the use of unnecessary services in 1ospitals; mini- 
mizing the length of stay to that period of time which is absolutely 
essential, et cetera. 

The commission analyzed the two basic approaches to voluntary 
prepayment. This is an oversimplification, but these are providing 
services under prepayment plans and providing direct funds to the 
patient for purchase of services. It was pointed out that increasing 
attention is bei ‘ing given without making any recommendations in this 
respect to the principle of coinsurance; but that is an awfully wordy 
answer to a simple question, 

Mr. Tuorneerry. That is an important question. I mean, you 
raise one condition that answers the question and there is, of course, 
another condition. I am not quite sure what the recommendations 
which have been made mean. But, when we go into the field of en- 
couraging health insurance of these various plans, if it does increase 
the cost there is going to be a group of people who are not going to be 
included in the group that is covered and the cost to them is going to 
be high, and somewhere there is going to be a hardship upon some 
groups. 
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Mr. Gray. That is correct. It must be borne in mind that to the 
extent the cost of prepayment continues to go up, then the principle 
itself is defeated if it gets beyond the reach of the average person. 

Mr. THornserry. May I ask this question. Is ‘t contemplated that 
your commission will continue its work ? 

_Mr. Gray. No, sir. The commission has adopted its recommenda- 
tions and findings. They have been published. We still have these 
three study reports to get out, but the commission is dissolved. 

Mr. Trorneerry. I am sorry to hear that, because I was hopeful 
we might have the benefit of further studies like this, because they 
ure important to us. ; 

Mr. Gray. Thank you. 

Mr. THornperry. I was interested in your statement where, under 
“Recommendations,” you said that the commission thought there 
should be a— 
description of benefit provisions to be in nontechnical language so as to enable 
people to select intelligently the most satisfactory prepayment plan for their 
purposes. 

Mr. Gray. Yes. 

Mr. Trorneerry. I think that that is a very important provision. 

Mr. Gray. Yes. 

Mr. ‘THornBerry. In much of the mail that I receive now there are 
communications from people who know I am on the committee, and 
perhaps as much as anything else, they say that something ought to be 
done to eliminate the fine print and make these plans understandable. 
I think that that is very important. 

Mr. Gray. The commission felt very strongly about that, and L be 
lieve that there will be improvement. 

Mr. Trornserry. Thank you very much. 

The Cuarrman. Mr. Bush. 

Mr. Busu. No questions, Mr. Chairman. 

The Cuarrman. Mr. Springer. 

Mr. Sprrncer. Mr. Gray, | would like to ask you a question about 
the language on page 10. Will you turn to page 10 of your statement ? 
Go down to paragraph No. 3. 

Mr. Gray. Yes, sir. 

Mr. Sprincer. It reads as follows: 

Hospital protection, through the voluntary plans, should be included as a 
part of the unemployment compensation program for the protection of unem 
ployed wage earners and their families, according to one of the commission's 
recommendations. 

Would you explain a little more what you mean by that paragraph ‘ 

Mr. Gray. Yes, sir; I would like to, if I may, read you actually what 
the commission said about that, if I may take a moment to find it. 

Mr. Springer. Well, this is No. 3 that we are talking about now. 

Mr. Gray. Unemployment compensation. I have it in my state- 
ment. I am trying to find it in the report. 

Mr. Hesexron. I think it is on pages 35 and 36 of that report. 

Mr. Gray. You will find, Mr. Springer, that in the section of the 
report which you have before you under the title “Highlights of the 
Report (35).” 

I should say that in the summary report, the commission attempted 
to state guiding principles, and then picked up the highlights of the 
study reports, Which will be published later, and then made recom- 
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mendations. In “the unemployed group” on page 35 there are fig- 
ures which show really what we are talking about in terms of num- 
bers and the seriousness of the problem in that group. It is pointed 
out that in general, maintainance of prepaid hospital protection dur- 
ing unemployment is difficult for the average person, because his group 
protection, if he has it, expires on his leaving employment. 

Mr. Sprrncer. How do you propose to remedy that, Mr. Gray? 
That is my point. 

Mr. Gray. Well, the commission has made this statement about 
it. This is on page 45 of this same report. 

A high proportion of the unemployed are financially unable to continue their 
prepaid protection after employment ceases even when the prepayment plan 
permits coverage of employed persons or conversion from a group to an indi- 
vidual contract. Since the unemployed cannot, in general, pay for hospital 
eare at the time of illness, the cost of their hospital care now tends to be 
borne by the hospital, private, charitable, or tax-supported agencies. In some 
areas and in varying degree the unemployed do not receive needed hospital 


care because of lack of financial resources of the individual, the hospital, or the 
community. 


The problem of financing hospital care for this group might be substantially 
reduced by a combination of the following: 

1. Extension of prepaid hospital protection into periods of unemployment by 
including in the monthly charge for prepaid hospital care the cost of coverage 
for a specified period of unemployment. The period of time for which coverage 
during periods of unemployment might be prepaid could be determined on the 
basis of credits earned while working—for example, each year of participation 
in the prepayment plan might entitle a person to 1 month of coverage for 
himself and family during a period of unemployment; and 

2. Provision of prepaid hospital protection as a part of the unemployment 
compensation benefits for persons receiving such benefits. 

Mr. Sprincer. Then he would receive that Federal relief under the 
Unemployment Insurance Act; is that correct? As I take it, the 
second part would be an alternative proposal which would be taken 
under the Unemployment Insurance Act. 

Mr. Gray. That is right. 

Mr. Sprincer. Parallel with that, Mr. Gray, is this group of 
people which was described in a chart that I had before me on Friday, 
but apparently do not have now, which showed essentially this fact : 
That in those families with less than $3,000 a year income, 59 pereent 
of them did not carry any prepayment insurance plans at all. 

I take it that that survey showed as a result thereof that it was 
practically financially impossible for those people to carry it. 

Does your program at any place anticipate taking care of that group 
of people by any other plan than by the voluntary prepayment plan ? 

Mr. Gray. May I address myself in general to the low-income 
groups, because our commission was unwilling to determine what the 
money income line was which should be drawn to make a determina- 
tion of the medically indigent for a lot of reasons. Most of these 
figures that one uses and indeed the ones you used just then are money 
income, or cash income. 

Mr. Sprtncer. Yes. 

Mr. Gray. Which in some parts of the country means quite a dif- 
ferent thing than in other parts of the country; but if we may avoid 
the problem of defining that group and say that there are substantial 
numbers of families in this country who we know clearly cannot pay 
the full cost of hospitalization at the time that illness comes, or who 
cannot pay the full amount, or more than a part, and in some cases 
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any of the cost of prepaid protection, then assuming that there is 
such a group, our commission attempted to identify the components 
of that group. You will find that we concerned ourselves with the 
unemployed persons seeking employment who are in that group, as a 
rule; the aged, and persons permanently disabled who are likely to be 
in that group, et cetera. 

Mr. Sprincer. I am coming to that point in just a minute. I would 
like to stay with this group and ask if you have any plan for taking 

care of that 59 percent who do not have any insurance or are not able 
to insure themselves in that particular group, which is described as 
being in the below $3,000, which you may describe as something else. 

Do you have any other plan for taking care of that group of people? 

Mr. Gray. Well, we made suggestions about each one of these com- 
ponent groups which tend to make up that part of our population, 
whatever it 1s. One is the unemployed seeking employment; one is 
the beneficiaries under the OASI program; one 1s the aged and people 
disabled; and we addressed ourselves to that group; but in answer to 
your question, we do not recommend a blanket plan which would take 
care of this 59 percent. We think the problem must be chipped away 
at, as we can reach these identifiable groups. 

No. 1, although our goal should be, I think, and the commission felt, 
100 percent coverage of the population, that is an ideal which probably 
cannot be realized. 

No. 2, because the problems of these various groups are different, 
seemed to us different provisions should be made for them. 

Mr. Sprincer. Just to come up to your point. Whatever provision 
can be made, that is the point that I am trying to get at, how are you 
going to get at this problem for that group of people ? 

Mr. Gray. Well, if you will accept the fact that you can, for the 
most part, identify this group of people as being in the aged popula 
tion or unemployed seeking employment, or the permanently disabled, 

wr the people on public welfare—on direct relief—then we try to take 
enh of these groups and suggest ways for reaching them. 

We did not, as a commission, seek to present a plan which would 
cover the X percentage in general terms by saying anybody who can- 
not afford to pay for hospital care should come under this plan. We 
tried to tie it down to these specific groups. 

Now, one point of argument, Mr. Springer, is—and this was a sub- 
ject of very consider able and lengthy discussion in our commission— 
except for those who are unemployed seeking employment or who are 
on the yublic relief rolls, or who are persons who are beneficiaries 
under the OAST program, the low-income groups are not easily 
identifiable. Is it possible to identify the nonw: age earner and low- 
income groups as individuals? In other words, it is easy enough 
when a person has the need for hospitalization se goes to the hos- 
pital, to find out that he cannot afford to pay for the care; to find out 
that, even if he had wanted to, he could not afford prepaid care. But 
the identification is at the time of illness and not in advance, and some 
of the members of our commisson were very much concerned about 
the difficulty of precisely identifying in advance these people who 
would be classified as nonwage or low-income; but certainly there 
are elements of them that can be identified, and the entire group con- 
sidered. The people of the country, through the Congress, if that 
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is indicated, and on a local and State basis, can consider ways and 
means of helping at least certainly those easily identified groups in this 
X figure that you are talking about, and study the problem of the 
others. 

Mr. Springer. Now, I take it that you are going to identify the un- 
employed, those seeking employment, and you are also going to 
identify those people who are on OASI. What other groups! 

Mr. Gray. Well, sometimes they overlap; but the aged and perma- 
nently disabled. 

Mr. Sprincer. All right. Those may be the ones who are on OASI. 
But = that cover the old-age pensioners ¢ 

Mr. Gray. It may be. 

Mr. Sprtncer. What about those who cannot qualify? You have 
got those three groups. 

Now, I take it that you have made suggestions for taking care of 
those three—No. 1 the unemployed by unemployment compensation, 
and No. 2, by taking care of them under the prepayment insurance 
policy itself, by providing for so many days of hospital care even 
though they may not pay for it, or pay for it in advance. 

You are takng care of those who are on the OSAL, by including them 
under the social security plan, by prepayment, for so many days of hos- 
pital care; is that right? 

Mr. Gray. Or, there is an alternative; or by direct payment under 
local administration to hospitals for care of these beneficiaries. 

Mr. Sprincer. You mean by local administration—the State, county, 
or city? 

Mr. Gray. Well, the agency that now certifies with respect to the 
OASI. As to those beneficiaries now it is local and State, as I be- 
lieve. I guess it is the welfare agencies which makes the certification. 

Mr. Sprincer. Then, you are going to certify what? That is what 
I want to know. 

Mr. Gray. Well, certify eligibility for one thing. 

Mr. Springer. What would you certify to the insurance company 
that takes care of them in the hospitals ? 

Mr. Gray. Well, Mr. Springer, the commission felt that certifica- 
tion would be very important, because the commission recommended 
with respect to these beneficiaries that this assistance be given the 
needy beneficiaries. 

Mr. Springer. To what? 

Mr. Gray. The needy beneficiaries. 

Mr. Sprrncer. All right. To be given, did you say! 

Mr. Gray. Well, perhaps T should express that in a different way. 
The commission did not recommend that Federal aid for hospitaliza- 
tion or prepayment be given to OASI beneficiaries who were not needy 
beneficiaries. 

Now you see this is a recommendation which departs from the 
philosophy of the act which created this system, because now the 
Federal Government makes payments on the basis of eligibility with 
respect to age or whatever the conditions are and regardless of any 
other income that the individuals may have. 

I believe the commission was not willing to recommend that this 
assistance be given to all OAST beneficiaries. 
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Mr. Sprtncer. All right. Now, let us talk about assistance. How 
are you going to render the assistance, under those circumstances ¢ I 
still do not get how you are going to do it. Is it going to be by the 
prepayment plan ¢ 

Mr. Gray. Well, there are two alternatives. This refers to a group, 
now, the aged and permanently disabled, and these are peopl who 
tend to remain dependent on tax funds for the payment of their hos 
pital care throughout the rest of their lives. The commission had this 
to say: 

Improved methods of financing hospital care for this group might be accom 
plished by a combination of the following: 

Encouraging employers to make provision for coverage of retired employees 
under the voluntary prepayment plan as a part of their pension programs 

Of course, that is not a matter of legislation. That is encouraging 
employers to do these things for these people. 

(2) By reason of a provision in the Federal old-age and survivors insurance 
program for hospitalization protection for needy beneficiaries receiving monthly 
income maintenance benefits under this program (a) provided that the certifica- 
tion and administration of funds for hospital benefits be the responsibility of 
State and local agencies, and (b) that protection be provided by the local 
administering agency through purchase of voluntary prepayment from OASI 
funds, or by direct payment to hospitals on a reimbursable cost basis from such 
funds. 

And it was on that point that I indicated earlier, 1 think, before you 
came in, sir, that we had the one clear dissent on the commission, and 
this dissent is spelled out. But this was generally, after a good deal 
of discussion, adopted as a commission recommendation. 

So as to the alternative here: We were not clear, and I couldn't 
answer that in detail, how this would work. But the commission felt 
that the local agency could purchase from some prepayment plan, 
whether it be of the Blue Cross, so-called voluntary type or the com 
mercial insurance type. 

Mr. Sprincer. Now, are you talking about a local agency, the town 
ship, the county, or the village ¢ 

Mr. Gray. The local administering agency for these funds. 

Mr. Sprincer. Where the Federal Government contributes 50 per- 
cent and the State contributes 50 percent? Is that the agency you are 
talking about? 

Mr. Gray. No, I think in this case the commission had in mind that 
the contribution for these needy beneficiaries would be altogether out 
of the Federal insurance program. 

Mr. Sprincer. I see. Now, let me ask you this: 

What is your plan generally and overall on the catastrophic illnesses ? 
Is there any special program for that 

Mr. Gray. No, the commission did not specifically address itself to 
catastrophic illnesses, Mr, Springer, except as would be inherent in 
the committee discussions of the enlargement of the benefit provisions 
in prepayment. 

Mr. Sprincer. At the present time there are very few comprehensive 
plans that would take care of catastrophic illness. 

Mr. Gray. I think that is correct. In answer to this question, | 
think I should be permitted, Mr. Chairman, to say that I am really a 
layman. 1 was drafted into this job simply because I have had a 
foolish passion for public service, and I hope I lose it. I am not a 
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hospit: al expert or an insurance expert, and I am in it because I feel 
this is a problem which needs attention. We need to improve the 
Senigling of hospital care. But I am basically a layman and not an 
expert. 

Mr. Springer. Mr. Gray, I understand that, and I beg your pardon. 

The Cuareman. I think it is very encouraging that a layman is in- 
terested in this subject. I wish sometimes other organizations would 
show the same interest from the standpoint of laymen. 

Mr. Sprincer. Your modesty is very well taken, Mr. Gray. Most 
everybody who comes here seems to be an expert regardless. 

You have heard the testimony of the witness who testified just 
before you. That is the type of thing I am talking about. There is 
nothing spelled out individually in your plan to take care of that ? 

Mr. Gray. No, sir, there is not. 

Mr. Sprincer. Let me ask you this: Did the commission give any 
thought to that? Even though there is nothing in your report, was 
that discussed ? 

Mr. Gray. Yes, on this point. I may be departing a little bit now, 
but T think that you are entitled to an answer to your question. 

There have been those who have felt that catastrophic illness is the 
most important part of this problem. I am speaking now of the 
health problem in the country. And, indeed, it is extremely im- 
portant. It is important to the individuals involved, and that can’t 
be overemphasized. It is important to the hospital because frequently 
the hospital finds itself taking care of those people and not getting 
paid for it. It is important to the community, which in the last 
analysis may in one way or another have to support the hospital. 
But there is a danger, Mr. Springer, I believe, that we in this country 
think in terms of catastrophic illness as the major part of the problem 
and tend to neglect the many millions of people in our population 
who cannot meet their hospital problem even in what would be con- 
sidered an ordinary type of illness. And I think one reason we did 
not address ourselves so particularly to that point was because we 
felt that the problem was much broader and more general than 
catastrophic illness and that this is a spectacular thing which people 
are conscious of. So that failure to make specific suggestions about 
that does not in any wav indicate that we felt that this was not 
important but that the problem is a good deal broader. 

And I can say to you that I am sure the commission would feel 
it is very important. But you don’t solve the problem of financing 
hospital care in this country by thinking only in terms of—well, the 
earlier witness said 10 million people, assuming his figures to be 
correct. There are a good many people who have hospital problems 
arising out of ne illness. 

Mr. Sprtncer. Mr. Gray, just one more question. 

In general, did your commission endorse the proposition of Federal 
reinsurance ¢ 

Mr. Gray. We did not address ourselves particularly to reinsur- 
ance. I believe this is the same question that T was asked earlier. 

Mr. Sprrncer. I was just trying to get this a little clearer in my 
mind. 

Mr. Gray. I shall be glad to attempt to give you the same answer 
I gave Mr. Pelly. I may have to rely later on the transcript. 
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Mr. Sprincer. I will withdraw that. 

Mr. Gray. Will you agree, Mr. Pelly, that I tried to answer his 
question earliex? 

Mr. Petiy. You did a very good job. 

Mr. Spertncer. That is all, Mr. Chairman. 

The Cuarrman. Mr. Carlyle. 

Mr. Cartyte. Mr. Gr 1y, you have made the most comprehensive 
statement on this particular subject that I have ever been privileged 
to hear. It has been very, very helpful to me. 

Mr. Chairman, Mr. Gray is doing splendid work as president of the 
University of North Carolina. 

The Cuarrman. Of course, from your participation with this com- 
mittee we have learned to look for great things from North Carolina, 
and we certainly are not disappointed in that with the testimony 
given by Mr. Gray. 

Mr. Heselton, 


Mr. Hesetron. I certainly want to second what my colleague from 


North Carolina said about the value of what you have given us. I 
have not had a chance to examine the recommendations in detail, 
but IT have bist able to run through them briefly. : is as carefully 
drawn and constructive a presentation in this field as I can imagine 


any group could have submitted. 

One thought runs in my mind. I think you said your study groups 
also filed reports to substantiate the findings made here and recom- 
mendations submitted. Am I right about that? 

Mr. Gray. They are not yet available. I have given you in gen- 
eral a time schedule on those. There are three of those. One con 
cerned itself with fiscal studies; that is, a study of the factors enter ing 
into hospital costs. That should have gone to the printer the end of 
last month, this being the 1st of February. About this time it would 
be going to the printer. The study on nonwage and low-income groups 
ought to be ready for the printer sometime in February. And the 
third study, on prepayment and the community, should be ready for 
the printer in late March or early April, and I believe that within 
about 60 days in each case these reports will be then released. 

I regret that some of the documentation, therefore, may not be 
before this committee as early as might be desirable, if you would be 
interested in it, but there are valuable statistics and information which 
I think may not have been heretofore gathered in relation to this 
general problem. 

Mr. Heseton. I certainly think, Mr. Chairman, that the committee 
would be interested in that very much. 

The Cuarrman. I agree that we would be. 

Mr. Gray. I think I will say something, Mr. Chairman, if you won’t 
hold me too closely to this. If the committee is interested, rather than 
wait until the actual published copies are out and available for dis 
tribution, I will undertake to see whether I can get for you some of 
this documentation as of the time it is ready to go to the printer, which 
would save very considerable time. Iam not sure. I don’t want to 
make a promise. But I will do what I can, sir. 

The Cuarrman. In that connection, I made a note here to remind me 
to ask you, first, whether you would make available to us additional 
copies of your statement and of the report which you have brought 
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with you this morning. The pupose of that would be to enable me, 
as chairman, to bring the recommendations that. you have made in 
your statement this morning and the supporting data that appears in 
this report to the attention of some individuals both in government 
and out of government who I think would appreciate ‘having the 
benefit of it. And certainly I would be very anxious for them to have 
it. 

Mr. Gray. I would be glad to. Would you give me an indication 
of approximately how many additional copies ¢ 

The CuatrmMan. I do not want to take advantage. If I had 5 or 
10, I would be glad to utilize them in a way that I think would be 
helpful. 

Now, secondly, in your statement you have made reference to other 
reports which will be available in the near future. I appreciate very 
much your willingness to endeavor to make some of that data avail- 
able to us before the actual time of publication. 

Now, it is in that conection that I was going to make a further 
request. And that is that our staff, this committee’s staff, would 
greatly appreciate, as would we members of the committee, having the 
benefit of the advice and counsel of individuals on your staff to consult 
with during the preparation of this legislation. It could be very 
helpful to us if we could occasionally have the benefit of their advice. 

We probably would like to address some questions to them and, out 
of their experience, get what they consider the best answers. It is 
all done with the idea that this committee will present legislation that 
will be truly helpful that way that will recognize our type and charac- 
ter of government. 

There is no disposition on the part of the membership of this com- 
mittee, I am sure, to step out of those restrictions. We want to do 
it in the American way, and we know it can be done in that way. We 
are very anxious to do it in a way which will prove most helpful. 

An organization such as yours, the staff that you have working with 
you, can be of great help to us at this very crucial or critical period 
when we start to prepare the legislation that will carry out the ideas 
that have been expressed to us. 

Mr. Gray. I am sure that any members of the commission would 
be glad to help in any way they can, Mr. Chairman. Actually, the 
staff has begun to disappe: ar. We have completed most of the staff 
work. But those that still remain on the job, I am sure, will be glad 
to help in any way they can. 

The Cuarrman. Thank you. What is the address of your com 
mission? Do you have an office address? 

Mr. Gray. I think it is 50 East Oak Street, Chicago, Ill. 

The CuarrMan. We thank you. 

Mr. Hesetton. Could I continue? 

The Cuamman. Oh, I thought you were finished. 

Mr. Hesevron. I wanted to inquire about one particular point. 

Mr. Gray. Yes, sit 

Mr. Hesevron. In the recommendations reported with reference to 
the aged group, there is some very succinct and very startling data 
as to the number living on incomes below standard and the utilization 
of medical or hospital treatment by them in contrast to the rest of 
the population. As I have glanced through the report, the recom- 
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mendation particularly with reference to the so-called means test in 
connection with the program was the point at which there was some 
departure, both on the part of Mr. Faulkner, who I understand is the 
head of one of the insurance companies, Dr. Martin, president elect 
of the American Medical Association, Mr. Shishkin and Mr. Rutten 
berg. There was, on the one side, the feeling that to depart in this 
way, as Mr. Faulkner put it, would be leading to socialized medicine, 
and on the other side the dissenting members from labor felt it was 
a departure from the policy and prmciples that had been established 
by Congress with reference to the old-age-insurance program. 

Mr. Gray. Yes, sir. 

Mr. Hesetron. Are those really the only basic differences of opin 
ion among the members of the commission as to the overall report and 
recommendations ¢ 

Mr. Gray. I am afraid that is not quite complete enough, sir, be 
cause I believed you would find that Mr. Ruttenberg and Mr. Shishkin 
both felt that—well, the easiest thing is to call attention to their 
statements, here. 

Without interpreting their statements, I would, as chairman of the 
commission, have to respond to your question by saying that I think 
perhaps the unhappiness or the lack of complete concurrence on the 
art of Mr. Ruttenberg and Mr. Shishkin may have gone a little 
oo the question of a means test. 

Mr. Heserron. I think it is quite proper for you to let the state 
ments speak for themselves. 

I wondered whether I correctly interpreted them or should study 
them further. 

Mr. Gray. I don’t think there is any reason why I should take just 
a minute to point out that, as you have certainly found out in testi- 
mony before the committee, that there are those who think you should 
start at the Federal level to examine these problems, and there are 
others who think it should be started up from the local level. These 
are views which are held very sincerely by people on both sides. 

Mr. Hesgxron. I will take the veameataabitity myself of saying that 
while I think there are those sincere divergent views, I think there 
is also a median ground well worth considering, that all levels of Gov- 
ernment should be attacking this problem ar ratively. Because 
there are certain things that can be done best by local governments, 
others by county governments, and certainly there is a ‘Federal role 
in the picture. Nearly everyone agrees on that. 

But I do not want to press you further. I do want to compliment 
you on your presentation. 

Mr. Gray. Thank you, sir. 

The CHarrman. Any further questions, gentlemen ? 

If not, that will conclude your statement, unless you wish, in look 
ing it over, to revise or extend it in any particular instances, I want 
you to feel free to do so. 

I have looked over the membership of your commission. I must say 
that while we have had come before us some splendid groups that were 
truly representative, yet I do not believe that any group, up to the 
present, has come before us that has been more general, widespread, 
that reflects the interests of so many different types and groups in- 
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terested in health, than the membership of the commission of which 
you are the chairman. 

The medical profession, the dental profession, hospitals, manage- 
ment, labor, religion—well, that is only a partial list of those who have 
membership on your committee. 

And the individuals whom you have selected as members of that 
commission are names that are outstanding in America. And this 
committee is greatly indebted to you, more than any words of mine can 
express, to have had the benefit of your presence here today with your 
personal background and experience, and to have had presented to 
us the splendid report of the commission of which you are chairman. 

We sincerely hope that the action of this committee will justify 
the interest that you and the members of your commission have al- 
ready taken in this very important matter. 

Mr. Gray. Thank you, sir. 

The Cuarman. The committee will adjourn until 2 o’clock this 
afternoon, at which time I would like to call attention to the fact that 
we will have as a witness, Mr. McNary, chairman of the council of 
government relations of the American Hospital Association. 

I can assure you the members of the committee that their statement 
will be a highly important one, and I sincerely hope that the member- 
ship of the committee will recognize this fact and be present. 

(Whereupon, at 12:30 p. m., the hearing was recessed until 2 p. m., 
this same day.) 


AFTER RECESS 


The Cuarrman. Gentlemen, the committee will come to order. We 
expect other members here soon. 

Mr. William 8S. McNary has had many years in the hospital and pre- 
payment field. At one time he was the administrator of the Colorado 
General Hospital in Denver. In 1937 and 1938, he helped organize 
and became the first executive director of the Colorado Hospital Serv- 
ice, the Blue Cross plan, serving the State of Colorado. 

In 1946, Mr. McNary left Colorado to become executive head of the 
Michigan Hospital Service, the Blue Cross plan serving Michigan. 

The American Hospital Association, for which Mr. McNary speaks 
today, has represented most of the hospitals of this country since 
1899. Of the Nation’s 6,900 hospitals, more than 5,000 are institu- 
tional members. The membership includes more than 90 percent 
of all the general hospital beds as well as most of the tax-supported 
hospitals, including hospitals operated by cities, counties, State and 
Federal Governments. 

The American Hospital Association works with the hospital asso- 
ciation of each State through member hospitals. The association is 
organized into various study committees and councils in furtherance 
of its overall objective which, to quote from the bylaws, is “to promote 
the public welfare through development of better hospital care for all 
the people.” 

In attaining this overall aim, the association has sponsored many 
study commissions, such as the recent Commission on Financing of 
Hospital Care. The Blue Cross Commission, an integral part of the 
American Hospital Association, was originally established as the 
Blue Cross Commission of the American Hospital Association. 





HEALTH INQUIRY 2305 


With the tremendous growth of the voluntary prepayment method 
of providing hospital care, the Blue Cross Commission has become 
more autonomous. 

Mr. McNary has served as chairman of the Blue Cross organization, 
the central organization of the Blue Cross plans. He is also the 
executive vice president, Michigan Hospital Service, and the chairman 
of the council on Government relations of the American Hospital 
Association. 

We are very glad to have you, Mr. McNary, as a witness before us 
today. 

Mr. McNary, you may proceed, 


STATEMENT OF WILLIAM S. McNARY, CHAIRMAN, COUNCIL ON 
GOVERNMENT RELATIONS, AMERICAN HOSPITAL ASSOCIATION 


Mr. McNary. Thank you, Chairman Wolverton, and members of 
the committee. 

I 2m henored to have an opportunity again to appear before this 
committee on behalf of the American Hospit: al Association. 

The chairman in introducing me has made a few of the statements 
which appear in my written testimony, and I will try not to duplicate 
them too much as I go along. 

I would like to have it noted that the American Hospital Asso- 
ciation is a vigorous and a growing organization. It has enjoyed a 
growth of some 30 percent in its institutional membership since 4 
years ago. 

The American Hospital Association is essentially an association of 
institutional members rather than personal members, as many trade 
associations are, and all of the 82 approved Blue Cross plans in the 
United States are also institutional members of the American Hos- 
pital Association. 

The number of people participating in Blue Cross plans is rapidly 
approaching one-third of the total population of the Nation. The 
hospital membership is in excess of 85 percent of the hospitals in the 
country. 

These facts establish the association as a representative body which 
can speak with knowledge and understanding of problems which need 
solution to further improve institutional health services for the people. 

As the chairman has stated, of the 6,900 institutions, over 5,000— 
I think some 5,200—are members of the hospital association. More 
than 6,300 of the 6,900 hospitals in the country are non-Federal hos- 
pitals, and over 5,000 of these treat illnesses of relatively short dura- 
tion, although most of them do have long-term patients also. 

Annually, these short-term general hospitals admit about 1714 
million patients, and provide an average of 140 million days of care. 
Their annual operating expense is well over $2 billion. 

The 1,300 non-Federal hospitals that provide care for long-term 
illness provide on the average about 280 million days of care each 
year in plants which are valued at $2.7 billion, and the cost of pro- 
viding this care is almost $1 billion. 

Individual hospitals throughout the country do not themselves prac 
tice medicine, but they do work for constant improvement of sup- 
portive services and facilities which contribute to the improvement 
of medical care within the institutions. They also carry a respon- 
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sibility and exercise authority over the performance of all individuals 
and groups which work within the hospital. The American Hospital 
Association, being an organization of hosiptals, therefore is directly 
concerned with the establishment of standards for the organization 
and administration of medical services in hospitals. It engages in 
activities of research, education, and representation designed to aid 
and to guide hospitals in their effective administration of institutional 
health services for the community. 

I understand in my appearance today I am to discuss the associa 
tion’s general attitude toward the provision and distribution of insti- 
tutional health service in this formal statement, rather than to dis- 
cuss specific proposals for legislative action in the health field. 

The basic work program of the AHA was adopted in 1944. It 
envisioned future activities which we believe are pert inent and applic 
able to conditions today. We think that great progress has been made 
during the past 9 years since adoption of its basic platform outlining 
the elements of the associations’s work program. 

I want to review briefly the major components of the ATLA effort, 
and to illustrate the types of activities in which we are engaged, in the 
interest of further improving institutional health services for the 
people. 

Preservation of the values of volutary effort in the conduct and 
maintenance of our Nation’s hospitals is and will be the underlying 
motivation of all activities of the AHA. A search of the record of 
statements of policy adopted by the association reveals that attention 
is focused on the provision and purchase of care needed by and 
financed from resources of individuals and family units. Thus, we 
believe that payment of the cost of hospital care is primarily a re- 
sponsibility of the individual. The community should be called upon 
for assistance only when the individual is unable to pay for care. 

Caution has always conditioned the association’s activities in the 
interest of preserving American tradition and the spirit of individual 
initiative and enterprise. Neither the American Hospital Association 
nor its individual members have promoted policies or programs based 
on prejudice, self-interest, or paternalistic assistance. 

.xtension of interhospital coordination and cooperation among both 
urban and rural hospitals has been an objective evident in the activities 
sponsored by the association. In 1945 the association, with financial 
assistance from the Commonwealth Fund, the W. W. Kellogg Founda- 
tion, and the National Foundation for Infantile Paralysis, inaugu- 
rated an independent 2-year study of the need for extension of hospital 
facilities throughout the Nation and the organization of services 
therein. This was mentioned by Mr. Gray in his testimony this morn- 
ing. Further developments of interhospital coordination and coop- 
eration are found in the establishment of regional and State hospital 
associations and in district and city hospital councils. Major effort 
of the association has been extended to these groups in the develop- 
ment and improvement of their programs. 

Development promotion and improved administration of voluntary 
budgeting for the cost of hospital care has received continuous and 
unqualified support from the American Hospital Association. Almost 
20 years ago the association approved the principle of prepayment 
for hospital care. Subsequently, the association established formal 
relationships with nonprofit plans (now identified as Blue Cross plans) 
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which meet basic principles of organization and operation, by estab- 
lishing a section within the structure of the association whe reby these 
organizations can work in concert with hospitals. 

The association has conducted a formal approval prog rram designed 
to maintain standards which, in almost every instance, go well beyond 
the requirements of official regulatory bodies. This activity is de- 
signed to insure protection of the public interest through the mainte- 
nance of a prepayment program which will provide the greatest pos- 
sible benefits to the individual in time of need. The organizations 
which meet the association’s standards are privileged to identify them 
selves as approved Blue Cross plans. 

These plans constitute a positive expression of understanding on 
the part of the local communities which sponsored them and the volun- 
tary hospitals which underwrite their finances, that the advantages 
of modern medicine, like other products of our advanced technology, 
must. be financed equitably and efficiently in a modern manner. 

| would like to digress long enough, Mr. Chairman, to say that I 
think Blue Cross plans countrywide do in many instances provide bene- 
fits for diseases of a catastrophic nature. For example, in the case of 
my own particular plan in Michigan, I caused a study to be made last 
week which showed that in our own plan 2,474 bills of $1,000 or more 
for single patients, in single hospital cases, were paid in Michigan 
Blue Cross in 1953. 

These plans participate formally in the activities of the association. 
They are an integral part of and conduct an important aspect of the 
association’s overall work program. We think this prepayment device 
can be used to solve the problem of financing hospital care for most 
wage earners and their families without resort to Government aid. 
We believe also that it may be used as the administrative agency for 
distribution of hospital care to the categorical assistance groups. 

The Blue Cross program, which will be described more fully later 
in testimony to this committee—I think it is tomorrow that you hear 
that—now covers more than 43 million persons in the United States. 
Its snecess stems from the close-working relationships which it has 
with affiliated local hospitals and the cooperation and encouragement 
which labor and industry have given to it. 

One important factor contributing to the sur prisingly low adminis- 
trative cost of Blue Cross plans is the collection of periodic subscrip- 
tion rates as a deduction by employers from wage of enrolled em- 
ployees. The largest employer in this country, the Federal Govern- 
ment, has not authorized this convenient and economical method of 
payment by its employees. The association is publicly on record in 
support of such authority, and has urged Congress to make possible 
such an arrangement. We hope that this committee will take ser iously 
the request that this method of payment for the privilege of participa- 
tion in voluntary prepayment plans be made possible for all employees 
of the Federal Government as has been done in private industry. 

Government aid for public and voluntary hospital construction 
upon evidence of unmet needs has been approved by the association, 
as evidenced by its original sponsorship and continued support of the 
program authorized by the Hill-Burton Hospital Survey and Con- 
struction Act. We believe that through the assistance of hospital 
authorities transmitted through the AHA and expressed in the ad- 
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ministration of the program both nationally and locally, better archi- 
tectural design and improved planning in the location of hospitals 
has been a result of this Federal grant-in-aid program. There is 
substantial evidence in the history of the program that it greatly 
stimulated contributions of funds from voluntary sources beyond that 
which might have been available without the incentive of Federal 
matching grants. The association, working cooperatively with the 
Public Health Service, has conducted conferences between representa - 
tives of voluntary as well as official agencies to improve the adminis- 
tration and results of this far-reaching national hospital construc- 
tion activity. We will continue to support such extensions and modi- 
fications of the emphasis of this program as can be demonstrated to 
meet a public need and which show evidence of strengthening hospital 
care throughout the country. 

Public aid in the provision of hospital care for persons in nonwage 
and low-income groups is approved by the association, provided the 
need for assistance is shown and the administration of the program is 
determined and conducted through local units of government as far 
as possible. The cost of care rendered to persons unable to pay for 
it cannot be absorbed entirely by the hospital without sacrifice of 
quality of service. Hospitals cannot produce care without cost. So, 
to avoid depreciation of quality, offsetting income must be available 
from some source to cover the cost of all services rendered by all hos- 
pitals to all patients. 

We subscribe to the thesis that the unfortunate individual who can- 
not purchase needed hospital care from his own resources must be the 
concern of society. Partially as a result of efforts by the association 
and affiliated State hospital associations, local and State governments 
are accepting a greater share of their responsibilities for the medically 
indigent groups within their jurisdictions, and they show evidence of 
a recognition of the need to appropriate enough money to finance their 
full share of the cost of care for the indigent sick. 

We belive that if local and State governments extend their appro- 
priations to the limit of their capacities for financing such care, there 
will be limited need for assistance from the Federal Government. 

In the past, the association has established policy on legislative 
proposals for governmental participation in the purchase of hospital 

_ for the needy which included these principles: 

Tax funds should be used for the purchase of hospital care only 
i. a need for assistance is clearly demonstrated. 

In the allocation of funds, the amounts provided shall vary in 
accordance with the intensity of need and the ability of States and 
communities to finance such need from State and local resources. 

3. All Federal funds allocated for the purchase of hospital care 
shall be distributed through State and local agencies. 

4. Eligibility of recipients of public assistance shall be determined 
by. State and local agencies. 

The amount of. payment to hospitals shall be computed on the 
basi als of the cost of provision of the care rendered. 

. The usefulness of nonprofit prepayment plans as administrative 
cae for the clearance of claims and payment for services in behalf 
of beneficiaries of public-assistance programs should be considered. 

In the application of these principles to any program to which the 
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Federal Government contributes substantial amounts of money, it is 
recognized that basic administrative regulations will need to be estab 
lished nation: ally. The association believes that such regulatory pro 
visions should minimize Federal authority and emphasize local con 
trol in order that the assistance programs may be operated with sensi- 
tivity to the special needs of the beneficiaries. 

The association has been concerned with methods of financing hos 
pital care by all groups within the popul: ition as well as with those 
in the low-income, nonwage groups. ‘Two years ago it inaugur: sted 
a national study of this subjec t under an inde pendent study group, t he 
Commission on Financing Hospital Care, which report was given to 
you in some detail this morning, and I won’t elaborate further on it. 
It is our opinion, howe o-4 that the commission’s recommendations 
are basically in accord with the philosophy and the policy of the Amer 
ican Hospital Association on issues relating to the financing of care 
for needy persons. 

The American Hospital Association and the trustees and adminis- 
trators of member hospitals will continue their interest and accelerate 
their efforts to meet their public responsibilities for the planning, im 
provement, and administration of a vital public-service activity in a 
manner which will justify and perpetuate the public trust which hos 
pitals presently enjoy. 

The association offers its assistance to the Interstate and Foreign 
Commerce Committee of the House of Representatives in any appro- 
priate way which will aid in further improving hospital service and 
the method of its distribution to the American people. 

I thank you, Mr. Chairman, for the opportunity to present this 
statement. 

The CrarrMan. Are there any questions, gentlemen? Mr. Hes- 
elton ? 

Mr. Hersreiron. Mr. McNary, I note from your statement that the 
annual operating ne as against the capital invested is relativel 
high. That leads me to inquire whether the association has ae n 
able to make any study of the possibility of wise economies or other 
steps that might be taken to bring those costs down. 

Mr. McNary. The association, Mr. Heselton, is constantly at work 
on that problem. The inflationary trends that we have had Se the 
fact that during past years, that is, before the war, there was substan- 
tial underpayment of hospital employees, and the fact that that situ- 
ation has had to be improved so as to make the hospitals competitive 
in the labor market, and the additional usage of hospitals themselves, 
have combined to make hospital care more expensive on a per diem 
basis, considerably more expensive than it used to be. But the asso- 
ciation is far from blind to the need for economy, and a great deal 
of attention is given to it. I think the cost would be a good bit higher 
if that were not true. ; 

Mr. Hesruron. I take it from your reply to the question that you 
do not think anything in terms of substantial reduction in operating 
expenses would be possible. 

Mr. McNary. I doubt it, as a personal observation. That isn’t 
an official opinion. 
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Mr. Heseuron. On page 5 you say: 


The association has conducted a formal approval program designed to main- 
tain standards which, in most instances, go beyond the requirements of official 
regulatory bodies. 

Do you mean be yond the requirements of the State and local regu- 
latory agencies ¢ 

Mr. McNary. Yes. Most of the Blue Cross plans are organized 
under so-called enabling acts in the various States, and we feel that 
the approval standards of the American Hospital Association, by and 
large, are in excess of the requirements of the State laws under which 
the plans are set up. 

Mr. Hese_ron. On page 6 you say: 

We believe also that it— 
referring to prepayment plans— 
may be used as the administrative agency for distribution of hospital care to 
the categorical assistance groups. 

Will you state what you mean by “categorical assistance groups” ? 

Mr. McNary. I mean such groups as the aged and the various 
welfare categories that receive public aid of one kind or another at 
the local level. 

Mr. Hesevron. I am very much interested in your calling to our 
attention the association’s position with reference to the “Federal 
Government authorizing the deduction of the periodic subscription 
rate of Blue Cross plans from the pay of employees. Is that primarily 
an administrative matter, or is it a matter of statutory action! 

Mr. McNary. That is a question that I believe the lawyers are not 
entirely in agreement on. We think that most of the Government 
departments feel that statutory action is necessary before they will 
feel free to make such deductions, although some people think they 
might have that power now. None of them apparently will exercise 
it, so for the purposes of our needs and Government employees’ 
needs it would appear that statutory action is necessary. 

Mr. Heseuron. Have you or the Blue Cross or anyone surveyed 
the feeling among the Government employees as to whether they 
wished to have such action taken ? 

Mr. McNary. We have had many requests all over the country 
from individual Government employ ees, as well as department heads. 
We are currently surveying the situation among many of the de- 
partments in Washington in order to determine whether or not 
we can get sufficient support for a bill which has been introduced to 
bring this about. 

Mr. Heston. Is there a bill before us now ¢ 

Mr. McNary. Yes. S. 2191, I believe it is. It is before the Sen- 
ate. It isn’t before the House. 

Mr. Hesevron. There is no comparable bill which has been intro- 
duced here ? 

Mr. McNary. Not yet, Mr. Heselton. 

Mr. Priest. Will the gentleman yield? 

Mr. McNary. Yes. 

Mr. Priest. Do you recall to which committee that was referred 
in the Senate ? 
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Mr. McNary. That is the Civil Service Committee, I believe. 
Senator Carlson is its chairman. 

Mr. Priest. Thank you. 

Mr. Hesetton. This statement is interesting: 

The Association believes that, if local and State governments extend their 
appropriations to the limit of their capacities for financing such care, there will 
be limited need for assistance from the Federal Government. 

First, may I say from not too close knowledge of the situation in 
my own State and my own community, I quite agree with the observa- 
tion made this morning that in most of the States, as far as operating 
expenses are concerned, as far as tax rate is concerned, as far as the 
budgets which have been submitted this year are concerned, you might 
have real difficulty squeezing out anything more from State and local 
governments unless the tax structure was so changed that they would 
have available other means of revenue than now exist. 

Be that as it may, I did want to be certain that in making that 
statement the association was not intending to leave the impression 
that such suggestions as were contained in the President’s recent. mes- 
sage on health, and particularly as have been embodied in some of 
the bills that are currently before the committee introduced by the 
chairman, are not worthy of very real consideration. I would go 
specifically to one point. I believe you have indicated that the associa- 
tion approves of the administration’s program in terms of additional 
construction of hospitals on a matching basis. I assume from that that 
you would not see anything different in the construction of or the use 
of other kinds of health facilities—clinics, out-patient facilities, and 
things like that. 

Mr. McNary. The association hasn’t taken policy action in con 
nection with that, Mr. Heselton, but immediately following President 
Kisenhower’s report to Congress on this matter, the president of the 
association, Mr. Herman, did release a statement. 

Mr. Hesetton. Do you have copies of that # 

Mr. McNary. Ihave a copy of it in front of me. 

Mr. Hesevton. Would you read it to us? 

Mr. McNary. I would be glad to. It is quite short: 

The American Hospital Association concurs with the President’s statement 
that the means for achieving good health should be accessible to all and that 
a person’s location, occupation, race, creed, or financial status should not bar 
him from enjoying that success. 

The American Hospital Association has long believed that voluntary pre 
payment plans offer to the public the soundest methods of meeting the costs of 
adequate hospital care and supports the President in his endorsement of that 
philosophy. As the two-year study of the Commission on Financing of Hospital 
Care yesterday indicated, a major problem exists in the financing of necessary 
care for the nonwage, low-income groups. Without detailed study of the specific 
legislation introduced to implement President Eisenhower’s voluntary reinsur- 
ance proposal, the association cannot comment on it. As the President stated, 
the Hospital Survey and Construction Act, Hill-Burton, provides a sound and 
proven formula for a sensible partnership between the States and Federal 
Government in an attack on the health needs of the American people. This 
association is in agreement with the President's statement that the Hill-Burton 
program should be intensified to reduce the present huge deficit of hospital beds 
by a method which guarantees the maximum participation at the local level. 
We support a sound extension of the Hill-Burton Act to reduce in any proper 
way the utilization of expensive hospital facilities. 

The last statement, I think, is the one you were looking for in 
connection with your question, Mr. Heselton. 
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Mr. Hesevton. I appreciate the association’s position. I think that 
is a very meaningful and helpful statement in view of the lack of 
information and details on certain points. 

What I would like to have from you is a personal opinion which 
does not necessarily bind the association. You are certainly a man 
who is well acquainted with the social problems and difficulties in- 
volved. There is a specific bill before us which involves construction 
grants not only for hospitals but for nonprofit diagnostic treatment 
centers, nonprofit chronic disease hospitals, nonprofit rehabilitation 
facilities, and nonprofit nursing homes. My interest is in whether 
you subscribe to the principle that those types of facilities are un- 
donbtedly as needed at this moment as additional hospitals, as such. 

Mr. McNary. I think there is need for some additional such facili- 
ties, Mr. Heselton. That is a personal opinion. 

Mr. Hesettron. Now may I ask you another question. That being 
true, is it not a proper matter for real study whether the Federal 
Government could not best proceed in some of these fields by utilizing 
the FHA principle of loans rather than outright grants, if there is any 
indication that those loans be desired ? 

Mr. McNary. I don’t know that I have a personal opinion on that 
that I would care to offer. 

Mr. Heserton. I want to ask a question about the statement of 
recommendations of the Commission on Financing of Hospital Care 
with reference to actual hospital operation : 

Hospital medical staffs should develop and establish “medical economic audit- 
ing” procedures which may reveal unnecessary use of facilities and any need 
for change in admission and discharge procedures. 

Do you know what is meant by “medical economic auditing 
procedures” ? 

Mr. McNary. I am not certain that I do, but I think the statement 
is directed toward the so-called unnecessary use of hospital facilities— 
well patients who are admitted for diagnostic studies which could just 
as well be made in a doctor’s office or in a clinic-type arrangement, 
patients who are admitted to the hospital before they need actual 
hospital care or who are kept in the hospital after they no longer 
need hospital care, patients who receive services over and above the 
actual services their condition requires. I think that is what it refers 
to. 

There isn’t any question but that there is a need for a good bit of 
attention to be paid to correcting such unnecessary use of hospital 
ee ar 

-. Heseiton. Who is it that really has the key to that? Is it not 
ie a ian or surgeon who has charge of the case under whatever 
administrative r eouls ation may exist or ‘be created by the authorities? 
It seems to me the patient is in a very poor position to determine how 
long he ought to stay. 

Mr. McNary. What you say is correct. The patient nevertheless 
does have something to do with it, because sometimes the patients 
want to be in the hospital simply as a matter of convenience, like the 
case we had of the woman who wanted to be in for another 3 days 
because her husband was on a hunting trip. She didn’t want to go 
home until he got home. 
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Mr. Heserron. It is really a problem for the medical profession 
and the hospital authorities more than it is a problem for the indi- 
vidual citizen. 

Mr. McNary. The doctor is the key to the situation, without 
question. 

Mr. Hesevtron. Thank you, Mr. Chairman. 

The Cuamman. Mr. Priest? 

Mr. Prisrsr. I have no questions, Mr. Chairman. 

The Cuatrman. Mr. Pelly? 

Mr. Petty. You referred in your early testimony to the number of 
catastrophic cases which in your own State of Michigan you had 
served. As TI recall the figure, there were 2,400 which exceeded $1,000. 

Mr. McNary. Twenty-four hundred seventy-four in the year 1953. 
Since I was coming to this committee, I thought it would be a good 
idea to look that up. 

Mr. Petry. That was the portion of the patients’ bills which was 
for hospital care, and did not include the amount which was for 
doctors ¢ 

Mr. McNary. That was for hospital care only. 

Mr. Petty. Your plan does not cover the doctor’s expense? 

Mr. McNary. A companion, Blue Shield, works closely with our 
plan. In fact, most of the people who have Blue Cross in Michigan 
also have Blue Shield protection. 

Mr. Petiy. You would think, then, of the 2,400, a large majority 
also would have had medical protection ? 

Mr. McNary. Ninety-five percent of them would have had coverage 
under the Blue Shield plan, at least. 

Mr. Petry. That is all, Mr. Chairman. 

The Cuatrman. Any further questions, gentlemen? 

Mr. McNary, with your large experience, both with hospitals and 
with prepayment insurance plans such as Blue Cross and Blue Shield, 
have you found any ensatiatac ‘tory conditions or abuses that have re- 
aabad from either of those plans? 

Mr. McNary. Surely. There are things wrong with almost any 
program that you could care to mention. We are sensitive to some 
faults in our programs, Mr. Chairman. 

The thing that I mentioned to Mr. Heselton a short time ago became 
apparent in the operation of our programs. They are conditions that 
we have to give continuing attention to in an effort to correct them. 

We think that there can be no doubt that a great many people have 
been able over the past 20 years to get needed hospital care because . 
Blue Cross who simply would not ‘have been able to afford it and i 
many cases would have had to go without it without Blue Cross. 

The Cuamman. The one that you referred to in answer to the ques- 
tions of Mr. Heselton is the only abuse you have found? 

Mr. McNary. I mentioned 3 or 4 forms of abuse, Mr. Wolverton. 

The Cuatrman. Perhaps I missed that. Have you learned of any 
complaint that has been made, as has come to this committee, that there 
is a tendency on the part of doctors or hospitals to up prices when they 
know that the individual has insurance ? 

Mr. McNary. I have heard the same thing. I don’t know of any 
authenticated instances. I assume it can be. Some doctors and some 
hospital people are bound to be on the wrong side of the fence, just 
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like the rest of us in the country, but most of them are pretty solid, 
honest citizens. 

The Cuarrman. I am not passing on the question of their solidity. 
I am only asking whether that situation happens. 

Mr. McNary. I cannot give you any factual data on it. I have no 
reason to think it is a major factor in the cost of prepaid hospital or 
medical care. 

The Cuarmman. Are you familiar with the Kaiser plan in 
California ? 

Mr. McNary. Not from a penn! visitation or membership stand- 
point. lam from reading about it, Mr. Chairman. 

The Cuairman. From what you know about it, are they eligible 
for membership in the American Hospital Association ? 

Mr. McNary. As far as I know, the hospitals in the Kaiser setup 
would be eligible for membership in the American Hospital Asso- 
ciation, 

The Cuarrman. Then you do not have any qualifications or re- 
strictions that would limit admission to organizations such as Blue 
Cross or Blue Shield ¢ 

Mr. McNary. I am not quite sure I understand that question, Mr. 
Chairman. 

The Cuarrman. I am trying to find out whether you have restric- 
tions concerning membership in the American Hospital Association 
which would preclude organizations similar to the Kaiser setup or 
Ross-Loos, or any of those, from becoming members. In other words, 
do you confine it to those which are similar to Blue Cross or Blue 
Shield ? 

Mr. McNary. The difficulty with the question is that people who 
belong to the Kaiser program don’t belong to Blue Cross or Blue 
Shield, because that would be duplication. Take the Health Insur 
ance Plan of New York, which operates services quite similar to the 
Kaiser services—all of those people do belong to Blue Cross for their 
hospital care. 

The Cuairman. I am afraid I have not made my question clear. | 
am not speaking of the individual—— 

Mr. McNary. The hospitals? 

The Cuarrman. Members of either the Kaiser plan or Blue Cross or 
Blue Shield. I am speaking of organizations such as the Kaiser 
plan. The question that I am asking is this: Do you have any re- 
strictive qualifications for membership in the American Hospital 
Association that would preclude organizations such as the Kaiser 
plan or the Ross-Loos or the others that we have had brought to our 
attention, from becoming members ? 

Mr. McNary. Of the Blue Cross organization or of the American 
Hospital Association ¢ 

The Cuarmman. Of the American Hospital Association. 

Mr. McNary. No, there is no reason why the hospitals in the Kaiser 
setup or in Ross-Loos could not become institutional members of the 
American Hospital Association. 

Mr. Priest. Will the chairman yield‘ 

The Cuarmman, Yes. 

Mr. Priest. Do you know whether any of the individual hospitals 
in either plan has become a member of the American Hospital As- 
sociation ¢ 
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Mr. McNary. I might consult some of my people here and ask. 
Can you answer that ? 

(Mr. McNary conferring with associates. ) 

Mr. Kenneth Wima1amson (W ashington Bureau, American Hospi 
Ti ul Associ li ition ). Taking Ross- Loos. Ross Loos op erate th elir own 
hospitals. They hospitalize the patients in existing hospitals. The 
hospital where they hospitalize their patients is a member of the 
American Hospital Association and has been for many years, and 
of the State association. 

With respect to the Kaiser hospital setup, the Kaiser hospitals in 
Vancouver, Wash., Oakland, Calif., Fontana, Calif., and Dragerton, 
Utah, are all member hospitals of the American Hospital Associa- 
tion. Others have been invited to become members and the matter 
is being discussed by the respective State hospital associations. 

Similar hospital plans operated by railroads are members of the 
American Hospital Association. Out of a total of 26 such hos- 
pitals, 13 hold membership. These include hospitals of the Missouri- 
Pacific, Chesapeake & Ohio, Wabash, Santa Fe, and Southern Pacific 
Railroads. 

Mr. McNary. Mr. Chairman, the speaker is Mr. Kenneth William- 
son, who is returning to active work with the American Hospital 
Association after 2 or 3 years’ departure with the Health Information 
Foundation. He just started back to work for the AHA today, in 
charge of its Washington bureau. 

The CHatrMan. You have a good man. 

Mr. MoNary. Thank you. We think so. 

The CHatrman. It is awfully difficult at times to see how these 
different organizations operate. We have had a great deal of testi- 
mony, some in the form of letters and otherwise, that leaves me very 
uncertain at times as to how or in what manner these organizations 
such as the American Hospital Association, the American Medical 
Association, and all of the others that we have to deal with, operate 
with respect to some of these plans that apparently have not had the 
approval of the AMA. I am trying to find out whether you have 
restrictions, qualifications, formulas, or what, to determine whether 
some organizations of a health character are admissible or not admis- 
sible. 

Is your association confined entirely to hospitals? 

Mr. McNary. The American Hospital Association is confined to 
hospitals and to a personal membership which is also representative 
of hospitals. The American Hospital Association is an organization 
of hospitals. 

The CHatrmMan. The reason I am confused is that at times you are 
expressing opinions of the American Hospital Association, and at 
other times you are drawing on your experience of connection with 
Blue Cross. Maybe that is where I am getting a bit confused. 

Mr. McNary. I don’t blame you, Mr. Chairman. I probably should 
take off one hat and put on another one when I answer different types 
of questions. 

The CHarrMaNn,. I am not speaking critically. I am only trying to 
explain why it confuses me, that is all. Probably it is not confusing 
to anybody else on the committee, and maybe it should not be to me. 
It is just unfortunate that it is. 
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We expect to have before us tomorrow representatives of Blue Cross 
and Blue Shield. Will you be one of the participants in that testi- 
mony ? 

Mr. McNary. I am sorry, I won’t be. 

Mr. Heseiton. Will the chairman yield for a question ? 

The Cuarmman. Certainly. 

Mr. Hesrutron. As I understand it, one of the main interests of the 
American Hospital Association is in the establishment of standards 
for the organization and administration of medical service in hos- 
pitals. That leads me to inquire whether that includes standards as 
to who shall be permitted to serve on the staff of hospit: als? 

Mr. McNary. Yes. The American Hospital Association sets such 
standards. They are not a part of the job of my particular council of 
the American Hospital Association. That is the Professional Rela- 
tions Council. 

Mr. Hesetron. My recollection is that there was testimony before 
the committee that the group of physicians and surgeons associated 
with the Kaiser plan hospitals were not permitted to join the staffs 
of other hospitals. I may be wrong in my recollection. Do you 
know anything about that? 

Mr. McNary. No, I am sorry, I do not know that particular situa- 
tion in California. 

Mr. Hesetton. That is all, Mr. Chairman. 

The CuHarrman. As a member of the American Hospital Associa- 
tion, could you tell me how we would get to know the Hospital Con- 
struction Act by Hill-Burton instead of by the name of Mr. Priest of 
thiscommittee? That legislation originated in this committee. This 
is the committee that pioneered in that sort of thing, and Mr. Priest 
was the leader in that movement on this committee. Yet continually 
I hear you people talking about the Hill-Burton Act. Sometimes I 
am almost tempted to ask you what act you are referring to. I do not 
mean to hold you responsible for that. 

Mr. McNary. We bow our heads in apology to Mr. Priest. I don’t 
know where the name derived. 

Mr. Hesevron. Would the chairman suggest that wherever “Hill- 
Burton” appears in the testimony we insert the word “Priest” ? 

Mr. Dotiiver. Will the gentleman yield? 

The CuHarrman. Yes, 

Mr. Doutver. I have heard the observation in my section of the 
country, and perhaps you can help me clarify the situation, that a 
hospital built with private funds costs far less than a hospital of 
similar capacity built with Federal aid. What is the explanation 
of that? 

Mr. McNary. I think, Mr. Dolliver, to answer that question objec- 
tively you would have to know where the hospitals were built, whether 
they were comparable in all respects, intended to do the same job, and 
so forth. Ifa hospital is built to serve one particular type of patients, 
perhaps in a rural area, it may be at a very different financial cost 
than one which is built in a city. If an old hospital is added onto, it 
may be very much cheaper than building a completely new hospital. 

Mr. Dotutver. In other words, there is no generalization that you 
can make on the subject? 
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Mr. McNary. No. Some hospitals are built for a few thousand 
dollars a bed, and others seem to go up to 30, 

Mr. Dotuiver. Of course, there is a vast difference, too, between the 
per bed cost of some of the various veterans hospitals ¢ 

Mr. McNary. So I understand . 

The CuHarman. Any further questions, gentlemen? If not, we 
thank you very much, Mr. McNary, for your appearance here today 
and your statement that you have made on behalf of the American 
Hospit: al Association. We feel that you have brought us information 
which is entitled to our careful consideration, and which will be help 

ul to us in arriving at whatever may be the result so far as legislation 
is concerned. 

It may be that we will find it necessary to call upon you for further 
information or advice. I have no doubt that you and your organiza 
tion will be willing to respond to any such call from this committee. 

Mr. McNary. We will be very happy to, and thank you, Mr. Chair 
man and members of the committee, for your indulgence. 

The Cuarrman. That completes the hearing for today, gentlemen. 

Tomorrow morning we will have representatives of Blue Cross and 
Blue Shield. 

(Whereupon, at 3:10 p. m., the hearing was recessed until 10 a. m., 
Tuesday, February 2, 1954.) 
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TUESDAY, FEBRUARY 2, 1954 


Houser or REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 
The committee met at 10 a. m., pursuant to adjournment, in room 
1334, New House Office Building, Hon. Charles A. Wolverton (chair- 
man) presiding. 
The Cuarrman. The committee will come to order. 


STATEMENT OF H. THEODORE SORG, PRESIDENT, NEW JERSEY 
BLUE CROSS PLAN, PRINCETON, N. J. 


The CHarrmMan. Our first witness is Mr. H. Theodore Sorg, presi- 
dent of the New Jersey Blue Cross Plan, Princeton, N. J. 

Mr. Sorg incorporated the New Jersey Blue Cross plan 22 years ago. 
It is the first of such organizations, I understand. 

He is also counsel for the Blue Shield of New Jersey. 

Mr. Sorg, we realize that your interest and experience have made 
you a very qualified witness, and we are pleased to have you with us 
today, and you may proceed. 

Mr. Sora. Thank you. May I make a brief statement, Mr. Chair- 
man 

The CHarrman. Yes. 

Mr. Sore. On January 18, President Eisenhower submitted to 
Congress comprehensive recommendations to improve the health of 
the American people. He stated as one goal that the means for achiev- 
ing good health should be accessible to all regardless of a person’s 
location, occupation, age, race, creed, or financial status and, as one 
approach to one phase of the national health problem, the President 
recommended the establishment of a limited Federal reinsurance 
service to encourage private and nonprofit health insurance organiza- 
tions to offer broader health protection to more families. 

He stated that this service would reinsure the special additional 
risks involved in such broader protection and that it might be handled 
with a capital fund of $25 million, provided by the Government, to 
be retired from reinsurance fees. 

My personal association has been with the New Jersey Blue Cross 
plan, the first of the so-called Blue Cross plans, organized in 1932, 
of which I have been president since its organization. 

The distinctive feature of the nonprofit Blue Cross plans is making 
available an inclusive hospital service benefit through prepayment of 
the subscription rate instead of merely providing an indemnity pay- 
ment on account of the hospital bill. 


2319 
89087—54—pt. 7 27 














9330) HEALTH INQUIRY 


The nonprofit feature of the Blue Cross plan results in making 
available approximately 90 cents of every subscriber’s dollar for pay- 
ment of hospital bills. 

The subscription contract rate of the Blue Cross contract is actu- 
arily determined by estimating the cost of providing the hospital 
benefits. If accurately determined, the contract rate suffices to pay 
the hospital benefits without the necessity for any reinsurance 
program, 

In the last decade hospital costs have increased at the average rate 
of approximately 1 percent a month. That, of course, necessitated 
corresponding increases in contract rates. That increase in — 
cost still is going on perhaps at the rate of 6 to 10 percent a yea 

It is obvious that any reinsurance program which depended Slabs 
on assessing the member plans to provide the reinsurance covered will 
not result in any extension of benefits. 

What are those extended benefits?) The President accurately sum- 
marized them as making accessible to all, the means for acquiring good 
health regardless of occupation, age, financial status. 

Breaking that down it means, so far as hospitalization is concerned, 
making av: ‘ailable adequate hospital care to the indigent, the medical 
indigent, the unemployed, chronically ill, the older age group, and 
the rehabilitation of the millions of disabled. 

Any reinsurance program which attempts to achieve that goal 
would fail, because it would entail levying on the individual member 
plans and that would result in a subscriber premium rate so high that 
the average subscriber could not afford it. Now would it be equitable 
or fair to impose upon a limited group of persons seeking to protect 
themselves against the anticipated cost of their hospital care, the 
burden of caring for that portion of the population requiring ex- 
tended hospital care for which they were unable to pay? That burden 
properly belongs to society as a whole and should be equitably appor- 
tioned among all. 

I know of no way it can be adequately accomplished except through 
governmental assistance. 

Several years ago the Medical Society of New Jersey outlined and 
recommended a 12-point program, of which I will be glad to leave a 
copy. In my opinion that recommendation clearly and constructively 
sets forth a national health program which could be accomplished 
through Government cooperation without sacrificing individual ini- 
tiative and freedom of selection of physician and hospital; and with- 
out encouraging or incurring the dangers of socialized medicine. The 
cooperation of ‘the Government in such a health program could be at 
both the national and State level. A Federal reinsurance program 
could be integrated as part of such a program. Without such integra- 
tion, the reinsurance program would not have much means of efficacy. 

A recent statement of the national annual cost of hospital and 
medical care was $10 billion. That was commented upon editorially 
a week or so ago in the New York Times. 

The governmental participation in achieving the overall goal out- 
lined by the President could easily entail an annual expenditure of 
10 percent of that total or about 3 percent of the annual cost of our 
national defense program. There is no way of accurately estimating 
the amount of salvage resulting from such a program. In the end 
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it might pay for itself, because as stated by the President only as our 
citizens enjoy good physical and mental health, van they win for 
themselves the satisfaction of a fruitful productive, useful life. 

I do have * few comments on H. R. 6949, if I might add them. 

On page 1, line 9, and so forth, it is difficult to see how a reinsur- 
ance progr: am under which the ultimate burden fell on the plan sub- 
scriber would ease the economic burden on stricken individuals and 
their families, which is the avowed purpose of that bill. 

On page 3, line 12 (3), the definition of “hospital service contract 
seems to be too narrow. In actuality such a contract always provides 
general nursing service; use of all hospital equipment and also the 
services rendered by paid hospital employees and technicians, in 
terms of papers lans in training. 

On page 13, (1) and (2), so far as hospital care is concerned, any 
subscriber salary limitation means turning back the clock a quarter 
of acentury. There is no salary limitation now on hospital services, 
and if it is injected it would seem to serve no good purpose. 

Page 4 (9), the use of the word “includes” has been legally con- 
strued in some instances as a limitation to the item specified. This 
definition might therefore well be amended to mean “State” means 
all of the States of the Union and the District, and so forth. 

On page 5, line 1, the word “outstanding” does not seem to add 
anything to the bill. 

On page 11, lines 22 and so forth would not imply inclusive service. 

Page 14, line 5 apparently excludes situations where the employer 
pays the contract rate. 

At the present time that employer participation is about 40 percent 
of all of the group enrollment in the New Jersey Blue Cross plan and 
certainly, in my opinion, should not be discouraged. 

Page 14 (9)—hos vital care is calculated actually on units of : 
hospital day. Itis pt more accurate to express it as 180 dave. 
instead of 6 months, which might be perhaps vague. 

On page 14, line 18, there is a question as to why limit the hospital 
to the State in which the plan is located, when actually at the present 
time the Blue Cross plan approves claims of hospitals all around 
the world. 

On page 14, line 22, it speaks of “in case of an emergency.” That 
phrase would need to be exactly defined. In the opinion of a great 
many doctors and certainly in the opinion of most subscribers, every 
hospital admission is an emergency. 

On page 15, line 6, and so forth, the question would arise why re- 
quire a contributory payment of $1 a day by the subscriber? The 
Blue Cross plans do not require such contribution. Recently in a 
new contract, the New Jersey plan was asked to make available an 
alternative contract which provides for payment by subscribers of 
$5 a day to the hospital care. Out of the first million and a half 
responses received, less than 2 percent asked for that alternate 
contract. They wanted the comprehensive contract which pays the 
hospital bill in full. 

On page 17 (e), it would seem to me that cash benefits should be 
eligible for reimbursement for eligible hospital services, where the 
subscriber has actually paid for the bill. 

On page 17, line 23, the excess coverage over $1,000, which is 
suggested, does appear to be unrealistic. The present average hospi- 
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tal bill is under $200; and, therefore, a covering which begins only at 
the excess of over $1,000 would not mean very much. 

On page 18, section 6 (a), the insurance rate. Any insurance rate is 
a matter of actuarial determination and varies with changing economic 
conditions and also with respect to any particular plan. It there- 
fore would seem that it ought not to be in an inflexible part of the 
statute itself. 

For example, a 2-percent premium on all New Jersey Blue Cross 
plan’s subscribers’ income would mean about $700,000 a year paid to 
the reinsurance corporation to cover claims which presently amount 
to only a small fraction of that amount. 

On page 21, the matter of payments of claims should not be made too 
rigid, it seems to me, because in New Jersey, of over a million claims 
that have been paid, there have been only a dozen suits required ever 
to determine whether there was a liability. 

On page 30, line 16, a mandatory provision of health service con- 
tracts not eligible for reinsurance may be too restrictive. 

I have not attempted to make a complete analysis of that bill, 
and doubtless there have been many views expressed with regard 
to it, but I have merely suggested some things which occurred as 
a result of the reading of the billl after notification was received yes- 
terday that I would appear here today. 

I will be glad to answer any questions. 

Mr. Dotiiver. Mr. Chairman. 

The Cuarrman. Mr. Dolliver. 

Mr. Dotiiver. Mr. Sorg, do I understand that you are a lawyer by 
profession ¢ 

Mr. Sore. Yes. 

Mr. Dotitver. Do I also understand that you are the president of 
the Blue Cross and the attorney for the Blue Shield in New Jersey ¢ 

Mr. Sora. That is correct. 

Mr. Doututver. Now I want to ask you some questions to clarify my 
own thinking about those two organizations. 

Mr. Sora. I will be glad to answer them. 

Mr. Doturver. Perhaps everybody else in the room understands, but 
there are some things that I want to know about. 

In the first place, the Blue Cross is an organization referred to as 
a hospital organization, it it not? 

Mr. Sora. Yes, sir. 

Mr. Dotuiver. Is it ua. organization of hospitals? 

Mr. Sore. No. It is an entirely separate organization formed pur- 
suant to a special enactment in New Jersey and is entirely independent 
of the hospital management except that there are representatives 
of hospitals on the board of the plan. 

Mr. Dotutver. Is the Blue Cross a corporation not for profit? 

Mr. Sore. Yes; and its sole relation with hospitals is a contractual 
relation whereby the hospital contracts to make available the services 
which the plan contracts to afford to its subscribers. 

Mr. Douutver. The Blue Cross plan has a contractual relationship 
with the hospitals of the State of New Jersey ? 

Mr. Sora. Yes, sir. 

Mr. Dotutver. All of them? 

Mr. Sore. Yes. 
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Mr. Dotiver. Are all of them in the plan? 

Mr. Sora. Yes, sir. 

Mr. Dotiiver. Without exception? 

Mr. Sora. Yes. 

Mr. Doxutver. It does not include, however, veteran’s hospitals or 
other federally-owned hospitals ¢ 

Mr. Sore. No; we have offered to make contracts with veterans’ 
hospitals. 

Mr. Do.tiver. But they have declined? 

Mr. Sora. Yes. 

Mr. Do.tiver. Does it include not only the hospitals owned and 
operated by a public corporation, such as county or city hospitals, 
but hospitals organized and controlled by churches and charitable 
organizations ¢ 

Mr. Sore. Yes. Now, in addition—in addition, however, the New 
Jersey Blue Cross plan also has what we call an interplan relation- 
ship whereby it gets the benefit of all of the hospitals in the United 
States who are subscribers. 

Mr. Dotiiver. That is a relation with other Blue Cross plans in 
the various 48 States? 

Mr. Sora. Yes. 

Mr. Dotitver. The Blue Cross has contractual relations with the 
hospitals? 

Mr. Sora. Yes, sir. 

Mr. Dotuiver. Also you have a contractual relation with your sub- 
scribers ? 

Mr. Sore. That is correct. 

Mr. Dotitver. Are those subscribers’ contracts, on an individual 
basis or on a group basis? 

Mr. Sora. In New Jersey we enroll them on a group basis, but each 
subscriber receives an individual contract. 

Mr. Doutiver. Let us say there is an industrial plant in one of your 
towns that takes advantage of or makes a contract with your organi- 
zation. Is that a part of the union contract ordinarily or individual 
contract with the individual worker; how is that handled? 

Mr. Sora. The employer, as a result of negotiations with the union 
in which we do not participate, may agree to pay the contract rate 
of the Blue Cross, and approximately half of our group employers 
do. Then, however, our contract is not with the employer. It is with 
the employee, and we have the contract with the employee, but pay- 
ment comes from the employer. 

Mr. Dotuiver. Payment to you for the services? 

Mr. Sore. Yes; they pay for the enrollment rate, and in some groups 
there are as many as 20,000 or more in a single group. 

Mr. Dotuiver. In addition to that, you have some individual sub- 
scribers ¢ 

Mr. Sore. Yes; we allow individual enrollment without any limita- 
tion except that in the case of individuals we require a health state- 
ment. In group enrollment we do not. 

Mr. Dotuiver. Health statement—just simply a statement from the 
subscriber that he is in good health ? 

Mr. Sore. That is all. There is no medical statement. 

Mr. Dotiiver. How does the cost for the group, where a group is 
enrolled, compare with an individual enrollment ? . 
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Mr. Sore. This group enro}lment is less expensive than the indi- 
vidual. 

I will be glad to give it to you by the month. Incidentally, the 
individual pays on a quarterly basis, whereas the group pays on a 
monthly basis. An individual enrolled under a single contract would 
pay $6.30 for a quarter, whereas a nongroup member would pay $8.10, 
and in the family, which is the other greatest extent, the family con- 
tract in the group would cost $16.32. 

Mr. Dotuiver. A quarter? 

Mr. Sorc. A quarter, whereas the nongroup would cost $18.30. 

Mr. Dotttver. Well, I suppose that differential is due to the addi- 
tional clerical and collection expense. 

Mr. Sorc. Not particularly. There is a degree of selection against 
the plan where there is individual enrollment which does not exist 
when you get a cross section of the group. In other words, a man 
frequently knows that he is going to have hospitalization and he ap- 
plies for it, and he forgets to mention in his application that he is 
expecting to go to the hospital. 

The average cost of nongroup enrollment is higher than the average 
cost for groups. 

Mr. Dottiver. Is there any age limitation on individual or group 
enrollment ? 

Mr. Sorc. Sixty-five, in the case of nongroup. In the case of 
groups, there is no age limitation. If a man is working, we enroll 
him even if he is 80, and there have been such cases. 

Mr. Dottiver. Well now suppose a situation would arise like this— 
and perhaps it has arisen, and perhaps it has not—you have these 
contracts with all of the hospitals in the State. 

Mr. Sora. Yes. 

Mr. Dottiver. To do the hospital work for your members. 

Mr. Sora. Yes, sir. 

Mr. Dotxtver. Suppose the situation arises where the hospital, 
the bills of the hospital exceed the income, do the hospitals reinsure 
any losses that might occur by reason of excess hospitalization ? 

Mr. Sore. No. 

Mr. Dottiver. Well, how is that handled ? 

Mr. Sorc. Well, the way it works out in practice is when we first 
started in 1932 and we had no experience in—as a matter of fact, 
there were a half a dozen groups working on the same plan and it 
was just an accident that we happened to get ours complete maybe 6 
months before the next one. At that time we paid an average of $6 
a day to the hospital for inclusive service, in other than private rooms. 
Today that average is about $20 a day and we have added something 
new in our new contract that inclusive service also is obtainable now 
in the private accommodations, the only difference being that the 
person in the private accommodation pays a difference in room rate. 

I know of no reason why, because I happen to be a lawyer or a Con- 
gressman, or a Senator, that there should be a discrimination between 
me and someone who goes into the same hospital for service. The 
cost is the same. 

Our plan has, within the last year and a half spent over $50,000 to 
study that cost and we developed the actual cost of handling a pa- 
tient in the private room is no greater than that of handling him as 
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a ward patient. In fact, in.one or two instances the cort of the ward 
patient is higher, because they need more nurses there than in the 
private room, where the patient has his own nurse. 

Mr. Dotiiver. Maybe I have not made myself clear. 

Mr. Sore. Now then, if the payment from the plan to the hospital is 
not sufficient to meet that, and it has not been able to keep up with 
the increased costs, then they come to us and ask for higher payments, 
and just now, in 1953, ste iting with December, we are increasing our 
payments to hospitals by about 40 percent. 

Mr. Dotiiver. You likewise have to increase your premiums against 
your members, do you not? 

Mr. Sore. Yes. 

Mr. Dotitver. Have you never been confronted with a situation 
where your costs have exceeded your income? 

Mr. Sore. Yes. 

Mr. Dotuiver. Have you ever run into that? 

Mr. Sora. Yes. 

Mr. Do.utver. What did you do? 

Mr. Sora. Well, in the first place we have built up a reserve. We 
built up a reserve of some $7 million or $8 million. It takes about 
2 years to get out a new contract plan, plan it and get it through the 

various groups, and the department of banking and insurance that 
have jurisdiction. 

Now, we knew in advance we would lose about a million and 
a half a year while we were undergoing that, because under our old 
contract we gave increases to hospitals beyond that which we were 
receiving. So, for the 2 years, 1952 and 1953, we lost a million and 
a half a year and dug into our reserve to that extent. 

Now, we are back on an equal balance again, and we will add some 
to our reserves in 1954—we hope. 

Mr. Dotiiver. If you had not had that reserve, your concern would 
have gone into bankr uptey ? 

Mr. Sora. Yes; but in making the actuarial determination upon 
which to base the contract rate, there is to be added a sufficient amount 
to cover something for your reserves. But in New Jersey, the law 
requires that, which it does not in most States, that we give a contract 
good for at least a year. 

Mr. Sorc. A contract to a subscriber must be good for at least a 
year. We cannot terminate it in less than a year 

Mr. Dotutver. Is your policy with the individuals or group sub- 
scribers cancelable? 

Mr. Sore. Only at the end of a contract year. 

Mr. Dotriver. On what ground do you cancel at the end of the 
contract year? 

Mr. Sore. Well, we don’t. 

Mr. Dotutver. What do you or what could you cancel for? 

Mr. Sora. Merely that the group, perhaps, was utilizing too great 
amount of hospital care; was an unsound group; but we have not 
availed ourselves of that. We do, however, cancel them where the 
concern takes out other forms of coverage, because we find it is 
economically bad for the group to have two kinds of coverage. It 
increases utilization. 

Mr. Dottiver. Well, the decision as to cancellation is your decision 

rather than the group decision? 
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Mr. Sore. At the end of the year it could be, although the subscriber 

can cancel any time by simply stopping to pay the contract rates. We 
have no claim against him if be stops payment. 

Mr. Do.tiver. But, how about the individual, can you cancel him 
out, and do you? 

Mr. Sorc. We do not cancel them out unless we find that, for 
example, there were omissions with regard to his health or as to the 
need for hospital care, and incidentally, the medical profession, which 
sometimes is maligned, has been very fair about that. They frankly 
tell us when the particular subscriber may have applied to him a 
month before to get treatment and they have advised him that he had 
to go to a hospital. Now, there are—— 

Mr. Dotuiver. Of course, that would be a sort of a fraud on you? 

Mr. Sora. Yes; and we terminate the contract. Otherwise we do 
not. 

Mr. Dotutver. Now, you said that you would not take anybody 
beyond the age of 65. Do you cancel them out at 65? 

Mr. Sore. No, sir; once they are in, we let them stay in until they 
are 100. But, our contract provides that after the age of 70, they get 
only 21 days of hospital care during the contract years 

Incidentally, I ought to say this, the New Jersey plan is one of a 
very, very few plans which makes available hospital care for 365 days 
a year. The contract calls for 120 days of actual benefits, and 245 days 
of part benefits. 

Now, that is a very comprehensive coverage. In other words, it 
gives a man some coverage for the entire year. 

Mr. Dotrrver. Is it fair for me and for the members of the com- 
mittee to believe, that the plan which you have just outlined in New 
Jersey is substantially the plan of the other 47 States? 

Mr. Sora. I would not say that. There are some—there are various 
limitations. Some hospital plans have 21 days of service per contract 
year; some 30; some 60; some 90. There is no uniformity on that. 

Mr. Doturver. It depends upon the local organization ? 

Mr. Sora. Yes. 

Mr. Dotitver. Mr. Chairman, may I ask your indulgence for some 
questions about the Blue Shield? 

This witness is extremely well informed on this subject and I am 
very anxious to point up other questions with respect to the Blue 
Shield. 

The Cuamrman. You may proceed. The questions that you have 
been asking are very appropriate and I assume that they will be with 
respect to the Blue Shield. 

Mr. Dottiver. I will try to make them so, and will try to make it 
brief. 

The Blue Shield as contrasted to the Blue Cross is a medical and 
surgical service, is it not? 

Mr. Sora. And obstetrical service. 

Mr. Dottiiver. Does not the Blue shield have contracts with the 
physicians of the State of New Jersey ? 

Mr. Sorc. Yes; about 80 percent of the physicians of New Jersey 
are participating physicians of the plan and that means that in every 
case where the subscriber’s income at the time of the service rendered 
is not in excess of $5,000, the physician takes the plan payment as 
payment in full. 
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Mr. Dottiver. You have a schedule of fees for physicians’ services ? 

Mr. Sore. That is correct. And, the average overall of the expenses 
during the year, averages about $200 a case. 

Mr. Dottiver. Does that include medical and surgical services, and 
obstetrical services ? 

Mr. Sorc. Yes, and the average is about $200 a year. 

Mr. Dottiver. The Blue Shield, is a nonprofit corporation also? 

Mr. Sora. Yes. 

Mr. Dottiver. Who organized that, or how was it organized ? 

Mr. Sore. Well, it was organized with the approval of the medical 
profession in New Jersey, and the Medical Society of New Jersey. 

Mr. Dottiver. Does the medical profession have representation on 
its board and membership ¢ 

Mr. Sora. Yes; the law requires that a trustee of the medical plan 
cannot be elected unless his nomination is approved by the wailic al 
society. They are not all doctors, however. They have a number of 
laymen on the board in New Jersey. I am not speaking of all other 
Blue Shield plans. 

Mr. Dotiiver. There is one very important question which to me 
is quite significant in this whole inquiry about the Blue Shield. That 
is the very same question I asked you about the Blue Cross; namely, the 
insurance feature of it. 

I have been informed that in the Blue Shield in Iowa—that the 
doctors have agreed if the money runs out before the year is com- 
pleted, and money is not available, they will continue to do the work 
at, a reduced rate, and keep the fund solvent. Do you have such a 
plan in New Jersey ? 

Mr. Sora. Yes. In New Jersey the participating physicians agree 
to accept whatever the plan p: ays during that year, whether it is $5 
or $200 for the services to the extent that the funds are available. 

Now, in New Jersey, fortunately, we have never had to renege on 
the fee schedule. In other words, if your actuarial studies are ac- 
curate, you can pretty nearly tell in advance, within a point or two, 
what it is going to cost you, and we have had that schedule in effect 
since it originated, and that is 10 years ago; that is, the medical plan, 
and I organized that for them, and we have never had to deviate 
from that schedule by lowering the benefits. 

Mr. Dottrver. You have built up a reserve ? 

Mr. Sore. And, we have built up a reserve of about, maybe, a million 
dollars. 

Mr. Dotttver. Well, do those schedules provide fees for various 
services such as house calls and appendectomies ? 

Mr. Sore. No house calls are involved. 

Mr. Dotturver. It does not cover services in the home. 

Mr. Sore. Except for service in instances such as tonsillectomies 
and maternity services—obstetrics. 

Mr. Dotutver. Those are covered ? 

Mr. Sore. Outside the hospital. 

Mr. Dotxtiver. Then if a child in my household, for example, living 
in New Jersey, were to come down with a stomachache or a cold, or 
something like that and I called a physician, that would not be cov- 
ered by the Blue Shield? 

Mr. Sore. That is correct. 
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Mr. Dotuiver. But if the doctor came and found that the child had 
to go to the hospital, and he had to perform an appendectomy, that 
would be covered ? 

Mr. Sora. Yes. 

Mr. Dotirver. The whole thing? 

Mr. Sorc. Yes, if he were a participating physician. If he were 
a nonparticipating physician, the plan would pay the same amount, 
but it simply would be on account of the doctor’s bill. 

Mr. Dotiiver. Whatever he charged I would have to pay in addi- 
tion to what was allowed under the plan ? 

Mr. Sore. That is correct. 

Mr. Dotxiver. Now, do you have the same system of obtaining sub- 
scribers for the Blue Shield as you do for the Blue Cross? That is, 
a group, or individual subscribers ? 

Mr. Sore. The same identical principle applies to both. We do 
the enrolling. The hospital plan does the enrolling for the medical 
plan and is paid its cost for domg that. It saves money. 

Mr. Doturver. How does the cost of the Blue Shield for a family 
compare with the cost of the Blue Cross for a family ? 

Mr. Sore. The Blue Shield—I do not have their contract here in 
front of me—but, for a family it is about $48 to $60 a year for a family, 
and for an individual, it is approximately $24 a year. That is roughly 
the cost. I cannot answer exactly, because I have not got the figures 
here. I would be glad to submit that. 

Mr. Dottrver. Is it a relatively correct statement to say that a man 
with a family in New Jersey can get Blue Cross and Blue Shield for 
$150 a year? 

Mr. Sore. Yes, except I want to make this one thing clear. At the 
present time the New Jersey Blue Shield plan does not enroll indi- 
viduals—only groups—because their experience has not been sufficient 
yet to warrant them taking in individuals. 

Mr. Dotxtver. They have no individual subscribers to the Blue 
Shield ? 

Mr. Sora. We have a limited group which we are using as a pilot 
study, but we are not doing it generally; but with the Blue Cross 
we take them off of the street. Anybody can walk in and enroll at 
any time. 

Mr. Dotiiver. A question just to sum up this situation. 

As I understand your testimony, these two plans are very similar 
and very comparable in New Jersey, in their operation, except for 
two situations. One is, at least, the Blue Shield is not enrolling indi- 
viduals. 

Mr. Sore. Yes. 

Mr. Dotiiver. And secondly, the Blue Shield actually is insured 
against loss, because the doctors have assumed or agreed to carry the 
load if the funds are short. 

Mr. Sore. Yes. 

Mr. Dotitver. Whereas the hospitals do not agree to that. 

Mr. Sore. I won’t go quite that far. There is one other distinction, 
by the way. In the medical plan, we do have a salary limitation, 
which does not exist in the hospital plan. 

I know of no reason why it should exist. And also in the hospital 
plan, when we make our contract with the subscriber, the hospitals 
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have agreed to render the services, and when we started, we started 
without a dime. We borrowed $5,0C9 from the Community Chest and, 
so far as I know, we are the only organization that ever paid it back. 
But we did pay that back. 

But, the hospitals agreed in the beginning, and still do, to render 
the service, and they are holding the bag really for the plan’s sub- 
scribers. In other words, the plan operates on a sound basis and pays 
the hospitals, but to a degree, the hospital plan has the same protect ion 
from the hospitals that the medical plan has from the physicians. 

Mr. Dotitver. The thing I am getting at is whether any reinsurance 
is necessary under these plans, because actually you have reinsurance 
from the hospitals and doctors with respect to their plans. 

Mr. Sore. I would say as far as the present form of operation of 
the Blue Cross is concerned, and the Blue Shield is concerned, the 
present form, that there is not any necessity for reinsurance. 

Another thing, and this may be of interest. So far as I know we 
are the only plan that ever did it. When we started out we bought 
reinsurance from Lloyds, and it was only above a certain amount of 
the bill. But, it was a general reinsurance, and we bought $1 million 
worth of insurance from Lloyds, and all we paid for it was about $3,000 
a year. 

Now, there is nothing comparable here to paying yf percent of the 
total income of the plan which in our case would cost us $700,000 a 
year and maybe we would get back $100,000 in benefits. 

Mr. Dottiver. Mr. Chairman, I have already taken too much time 
of the committee and the witness, and I thank you very much. Your 
testimony has been very enlightening. 

Mr. Sore. Thank you. Are there any other questions? 

The CuarrmMan. I think there will be. 

Mr. Harris. Mr. Chairman. 

The Carman. Mr. Harris. 

Mr. Harris. Do I understand that the Blue Shield and the Blue 
Cross were organized in the State of New Jersey under the laws of 
New Jersey ? 

Mr. Sorc. That is correct; as separate corporations, entirely 
separate. 

Mr. Harris. Now, does each State have its separate corporation ? 

Mr. Sore. Each State? 

Mr. Harris. Yes. 

Mr. Sore. In one or two instances, I believe the same corpora- 
tion handles both services. I do not know offhand which it is, but 
there are 1 or 2 States where the same corporation offers both services. 

Mr. Harris. But it is true that the operation of this program is 
provided under the laws of the respective States? . 

Mr. Sore. Special statutes. 

Mr. Harris. Have all of the States provided for it? 

Mr. Sora. That, I cannot answer. 

Mr. Harris. Can you get that information for us? 

Mr. Sore. Yes; I will be glad to. 

Mr. Harris. Thank you. 

Mr. Sore. In fact I think that Mr. Van Steenwyk, who is here 
today probably can give you the answer to that. : 

Mr. Harris. That is all, Mr. Chairman. 














2330 HEALTH INQUIRY 


Mr. Sorc. I would like to say there, if I may, if at any time this 
committee or its statistical staff would like to examine our records to 
get the benefit of our experience on old-age groups and so forth, and 
cost of hospitalization we would be glad at any time to have the 
statisticians come there and utilize any records we have, which they 
need for study. We did that once for the Veterans’ Administration 
when they were making studies, or the Social Security Group, when 
they were making studies. 

Mr. Harris. Just this one further question. Are all forms of 
catastrophic illnesses provided for in this plan ? 

Mr. Sorc. That is a good question. No. There are limitations. 
For example, on communicable diseases there is a limitation of 20 
days of hospitalization for a contract year; but the ordinary cata- 
strophic illnesses, accidents, and something like that, that is covered. 

Mr. Priest. Without limitation ? 

Mr. Sorc. Well, we have 120 days’ benefits, and 245 of part benefits. 

In the case of maternity, we limit it to 8 days for the contract year. 
Incidentally you will be interested to know that the average stay in 
the hospital, overall average in the hospital under our plan is about 
8 days, and the average bill is not over $200. That is the average 
overall, 

Mr. Harris. Does that mean that you take care of, under this 
contract, of all of the costs for 120 days and for the next 245 days on 
a contributory basis? 

Mr. Sore. On a contributory basis. 

Mr. Harris. In other words, from 120 to 245? 

Mr. Sore. No; from 120 to 365, for the rest of the year, the plan 
pays for it. 

Mr. Harris. I see. 

Mr. Sore. And I want to say this: Our enrollment at the pres- 
ent time in New Jersey is 2 million persons, which is just a little 
short of half of the population. 

Mr. Harris. Well, on what basis of partial payment, or what par- 
tial payment do you make for the additional days after the 120? 

Mr. Sore. We contribute $5 a day toward it. That is on a very, 
very small percentage. I presume that not more than 1 percent of 
our total hospital claims is beyond 120 days. 

Mr. Harris. I appreciate that, but we are talking about those un- 
fortunates that have an illness that would last more than 120 days. 

Mr. Sora. Yes. We do pay some claims, of course. For example, 
$20 a day for 120 days would be $2,400, plus $5 a day for 245 days, 
would be over $1,000. It could be as much as $3,500 on one claim we 
could pay; but there are very very few, and far between. 

Mr. Harris. Does the hospital give you a special rate under this 
contract, or do they charge the same rate they charge others? 

Mr. Sorc. That is a very good question, indeed. 

We used to pay their regular charges up to a maximum, and that 
maximum did not meet their regular charges. 

Now, under our new contract we pay either their average cost per 
day or their average collected charge per day, whichever the hospital 
selects. 

Mr. Harris. After a participant has had 120 days of hospital costs 
taken care of and it is necessary to participate in the program, where 
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you will take care of part of the cost, does the hospital charge the 
same rate, generally ¢ 

Mr. Sora. Yes. 

Mr. Harris. Following the 120 days, that it has charged during 
the 120 days? 

Mr. Sora. Yes. 

Mr. Harris. That is all, Mr. Chairman. Thank you, sir. 

Mr. Hare. Mr. Chairman. 

The Cuarrman. Mr. Hale. 

Mr. Hare. Suppose an individual applies for Blue Cross mem- 
bership. Does he sign an application blank, something like a life- 
insurance blank? 

Mr. Sora. In the case of a group, he signs a blank without a health 
statement. 

Mr. Harr. I am talking about an individual. 

Mr. Sore. The individual signs a blank and he himself makes out 
a statement as to his general health condition, but it does not require 
any medical certificate. 

Mr. Harz. You give no physical examination? 

Mr. Sore. No. 

Mr. Hare. I presume in this application blank you ask questions as 
to when he last consulted a doctor—— 

Mr. Sore. Yes; and we list the cases of diseases which are most 
rampant, so he can check whether he has ever had this, that, or the 
other thing. 

Mr. Hate. If he answeres those questions falsely, then he procures 
an insurance by fraud in the same manner as if he procured life 
insurance / 

Mr. Sore. Then we decline the claim and we cancel the contract. 
Some of them we do not catch, of course. 

Mr. Hate. How much did you say this charge for the individual 
Blue Cross is? 

Mr. Sore. For the individual who is not enrolled on a group plan, 
it would be on an annual basis, $32. 

Mr. Hate. $32. 

Mr. Sora. For the individual $32.40, and for a family on a non- 
group basis it would be $73.20. 

Mr. Hatz. You say that both the Blue Cross and the Blue Shield are 
nonprofit organizations ¢ 

Mr. Sore. Yes. 

Mr. Hare. Organized as charitable corporations? 

Mr. Sore. That is correct. 

Mr. Hatz. Without stock ownership? 

Mr. Sore. That is correct. 

Mr. Hae. And your rates are fixed I presume with a view of break- 
ing even, not making any money ? 

Mr. Sore. Yes; our—incidentally, our average cost is less than 8 
percent of the subscriber’s dollar and we pay out 90 cents of it and that 
leaves about 2 cents out of the subscriber’s dollar for reserves. In 
the last year we paid out $1 out of each dollar and had to pay our 
own operating expenses. 

Mr. Hatz. How do you manage it? I should think that you would 
either make a little money or lose a little money every year, one thing 
or the other. 
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Mr. Sore. If there is a constant increase in hospital costs, you have 
to revise your contract rates more frequently than if it were static, 
and unfortunately in the last decade there has been a constant rise. 

Mr. Hae. And your rates have risen accordingly 

Mr. Sore. Yes, except we cannot always raise our rates as quickly 
as the hospital costs go up. 

Mr. Hare. Do you not in fact make money in some years ? 

Mr. Sore. Yes; we do. 

Mr. Hare. Then, what do you do? 

Mr. Sorc. That becomes a part of our reserves. 

Mr. Hate. If you have an exceptionally profitable year, you do not 
reduce your rates, but just put that in your reserves ? 

Mr. Sore. That is a good question. One year in which we had an 
exceptionally good year, and then with the cooperation of the bank- 
ing department, we gave the contract rate credit on the next year’s 
business to the subscribers—10 percent less, so as to give them the 
benefit of that good exper lence. 

Mr. Hate. You do in effect declare dividends? 

Mr. Sore. It is not a dividend; merely on the subsequent year, on 
that basis the subscriber paid a lower rate. 

Mr. Hate. I know, but it is based on the profit of the good year. 

Mr. Sore. To the subscriber; that is correct. 

Mr. Hate. If you had a run of extraordinarily bad years, you would 
have to 

Mr. Sora (interposing). We would have to pocket the loss. In our 
case we cannot assess the subscribers. 

Mr. Hae. If you had a particularly bad year you might feel 
obliged to raise the rates. 

Mr. Sore. Yes; but that takes over a year to do it in our case. 

Mr. Hae. How large is your reserve ¢ 

Mr. Sore. At the present time we have used $3 million, in 2 years. 
We have about $5 million reserves left. 

Mr. Hate. You mean that your current expenses over the last 2 
years have exceeded your current income by $3 million ? 

Mr. Sore. For over 2 years, and that is why we were getting out 
our new contract. We did that deliberately, because we did not be- 
lieve we had the right to make the hospitals take the loss. So, we 
gave them some increases, knowing that during the 2 years while we 
were turning over our new contract, there would be a loss. Now, with 
every reserve program, with the stepped up overall excess costs, that 
would be something along the line that we carried, with losses which 
incidentally we never collected on. 

But, to have an excess coverage on a single claim, starting at above 
a thousand dollars, does not mean anything at the present time. 

Mr. Hate. I was confining my questions to the Blue Cross. The 
general scheme of the Blue Shield is similar? 

Mr. Sore. Yes. 

Mr. Hare. Did I understand you correctly to say that you do not 
insure individuals under the Blue Shield ? 

Mr. Sore. The contract is with the individual, but we do not enroll 
individuals as such. We enroll them only as a part of an employed 
group and there have been a million enrollments. 
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Mr. Hatz. If I lived in New Jersey and I came to you and said, 
“I want to be a subscriber to the Blue Shield, with my wife and two 
minor children,” you would not accept me? 

Mr. Sore. Yes; we would accept you as a part of the congressional 
group. 

Mr. Hare. Suppose I was not so fortunate as to be a Member of 
Congress ¢ 

Mr. Sore. But I cannot imagine your not being employed. 

There are some at the present time who are not employed who can- 
not get in but that is going to be changed under the new contract which 
we are working on now which will be out within the year. Then we 
will enroll individuals, we hope. 

Mr. Hare. Excuse me, but I do not quite see what you mean. Do 
you mean to say that a man cannot enroll his family except in con- 
nection with a group of which he is a member ¢ 

Mr. Sore. At the present time. But under the new contract which 
the medical plan is working on now it is hoped to extend that enroll- 
ment so as to make it available to individuals as well who are not 
in parts of groups, employed groups. 

Mr. Hate. For example, suppose that John Doe is employed in a 
large department store in Newark. 

Mr. Sora. Yes. 

Mr. Hare. He wants to enroll himself and his family. He can 
do that only in connection with the other employees of the store? 

Mr. Sore. That is correct. That is necessary in order to insure a 
fair spread of risks. Otherwise you have a selection against you 
by the persons who contemplate using it or misusing it and - your costs 
would become prohibitive. You have to have an actuarial basis for 
the determination of your contract rates, and you can get that by en- 
rolling in group, because suppose you have 10,000 or 20,000 in a 
group, the total income from that group will carry along those who 
are going in because they know that they are going to have the serv- 
ice, and we never question any claim on the part of an individual. 

Mr. Hace. In other words, you get a better average health con- 
dition when you have a large group than when you t: ake individuals ¢ 

Mr. Sore. Yes. And, here is one more thing which is of interest 
in that connection, in those cases where the employer pays the enroll- 
ment, and that constitutes almost one-half of the groups enrolled now. 
You get a still better average, because there you have a 100 percent 
enrollment, whereas if they have payroll deductions, you may only 
have 50 percent of the employees enrolled. 

Mr. Hare. Of course, no man would seek membership in the Blue 
Cross or the Blue Shield if he were sure that he was not going to need 
any medical or hospital services. 

Mr. Sore. But you never know. I have been for 20 years myself 
and I have never used it. I hope I won’t. But, that does not say that 
1 cannot walk out today and be injured and be glad to have it. 

Mr. Hate. I may say that I am a member of both in Maine, and am 
very happy to be a member. Thank you. 

The CuatrmMan. Would it be possible for Mr. Hale to join the New 
Jersey Blue Cross or the New Jersey Blue Shield without giving up 
his citizenship in Maine ¢ 
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Mr. Sore. No. We do not enroll people outside of the State. But, 
if you were employed in the State of New Jersey—we have some 
groups—for example, like the Standard Oil, some of whose employees 
may be in Nicaragua, or Venezuela, or Saudi Arabia, and they can en- 
roll as parts of the group, because their payroll emanates from New 
Jersey. 

The CHairmMan. Probably they have had some experiences from 
outside people, as a result of which they do not want to include them. 
I do not know why one coming from Maine would not be just as ac- 
ceptable as one from New Jersey. 

Mr. Sorc. But they do havea local plan, and the local plan can give 
more direct service than a plan that is located 500 miles away. 

Mr. Harris. Will the gentleman yield? This is off the record. 

(After informal discussion off the record the following proceedings 
were had :) 

Mr. Sore. I know that there is a wide variation in the amount of 
hospital claims in groups. 

The CHarrMan. Are there any further questions ¢ 

Mr. Rogers. Mr. Chairman. 

The Cuamman. Mr. Rogers. 

Mr. Rogers. Did I understand you to say that you would not take 
any subscribers who were 65 years of age or older? 

Mr. Sore. As an individual; but if he is working as a part of a 
group—and during the war period there were some who were as old 
as 80 who were enrolled. 

Mr. Rogers. Will you not takethem? If you take them as a part of 
a group, why do you not take them if they are not a part of a group? 

‘Mr. Sore. Because there is a higher incidence of hospital care, and 
longer duration in the overage group, and that is where the govern- 
mental program could be of great assistance, if it were not limited 
merely to reinsurance and having the plan pay for it. 

Mr. Rogers. Could you not have a premium which was a little 
higher, or cost a little bit more, to take care of that age group ? 

Mr. Sore. The larger the premium you have, the more selection 
you have against you, until you get to the point where anybody will 
pay a hundred dollar premium, ‘if he knows that he is going to in- 
cur a two hundred dollar bill. 

Now, I happen to have just turned 65, so I am very much interested 
in that group that reaches 65. 

Mr. Rogers. What did you say the average period of MenAO RS 
is? I believe that you said that you insured for 120 di Lys 

Mr. Sora. Our overall average is about 8 days. 

Mr. Rogers. The overall average is about 8 days? 

Mr. Sora. Yes. 

Mr. Rogers. Then, you can safely go over 120 days on that? 

Mr. Sora. Well, if we were to give 365 days’ benefits, that average 
would rise, of course. We give 1: 20 ds uys full benefits, and we are also 
helped by this situation, that hospitals generally are crowded and if 
that were not so, if there were an unlimited amount of room, that 
ratio would go up and if it went up even from 8 to 9 days, that would 
make a difference, and we would be operating in the red, if the average 
was 9 days. 

Mr. Rocers. Now, you made a statement that about 80 percent of 
the physicians in New Jersey 
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Mr. Sorc. Enrolled as participating physicians. 

Mr. Rogers. Now, you yourself, set out the fee or remuneration for 
the physicians ¢ 

Mr. Sore. The plan sets it up; yes. 

Mr. Rogers. Now, suppose there is a conflict as to the fee you set 
up and the medical association sets, or those engaged in the practice 
of medicine ? 

Mr. Sorc. Here is what happens. We pay up to the fee, and be 
lieve it or not, there are quite a number of doctors that do not charge 
the amount they could under the plan. 

Mr. Rogers. They might be violating the ethics. 

Mr. SorG. In other words, many doctors do not charge more because 
they do not reach the plan’s maximum. But, the doctor says that i 
his regular fee and he is not going to charge more just because he 
happens to be enrolled in the plan. 

Mr. Rogers. Well, you means they are not charging more than the 
fees set up by your organization ? 

Mr. Sorc. The participating physicians cannot charge more, if the 
man’s income is $5,000 or less. If it is over that, he can charge his 
regular fee and the plan payment is so much on account. 

Mr. Rocers. Just one other question. I want to get your judgment 
as to just how a reinsurance plan would work in the matter of your 
organization, and who should be reinsured. 

Mr. Sore. I certa inly w ould see no objection to a Federal rein- 
surance corporation, any more than I have to the Federal Insurance 
Corporation for bank deposits. I think it is a good idea. But, | 
think reinsurance on a point starting above $1,000 does not mean 
much. 

Mr. Rogers. Just how would the reinsurance work? You call 
reinsurance ; just how is it going to be applied, or would it apply to 
your organization ¢ 

Mr. Sore. Reinsurance simply means that you can get a group of 
insurance companies, including the plans, and they each contribute 
to a general pool and out of that the reinsurance corporation pays the 
claims, and it means that the well-managed plan is contributing for 
the lack of well-management in some other plan. I think you would 
have considerable difficulty on that. 

Mr. Rocers. How can the Government participate in such a plan? 

Mr. Sora. I would say the only way the Government could partici 
pate would be if it—in order to extend the benefits to the needy and 
to the chronically ill—if it picked up the check over and above the 
average payment that. the Blue Cross plan makes; but that would 
require a subsidy, and in my opinion that subsidy would amount to at 
least a billion dollars a year. 

Mr. Rocers. It would require a subsidy ? 

Mr. Sore. Yes. 

Mr. Rogers. Thank you. 

The Cuamman. Any further questions? 

Mr. Sprincer. Mr. Chairman. 

The CHamman. Mr. Springer. 

Mr. Sprtncer. Might I ask you if in the interim, the time I was 
gone, so as not to take up the time of the committee, has anyone asked 
you what your plan does for those above 70 years of age? 
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Mr. Sorc. Over 70 years of age? 

Mr. Sprrncer. Yes. 

Mr. Sorc. We limit it to 20 days for a contract year. But, for 
those 20 days they get full benefits. 

Mr. Sprincer. What is your noninsurable age? 

Mr. Sora. For individual enrollment 65; for groups we take them 
at any age and if they enroll before the age of 65, they can stay in 
forever. We never terminate a person for old age; never. 

Mr. Sprrncer. Will you insure anybody past 65 for the first time? 

Mr. Sora. Yes; if he is a part of a group. 

Mr. Sprincer. If he is a part of a group? 

Mr. Sore. Yes. 

Mr. Sprrncer. Suppose he is not a part of a group? 

Mr. Sora. No: we do not take them. 

Mr. Sprincer. In other words, if I just wanted to apply to you as 
an individual, for a policy, if I am over 65, I cannot obtain one. 

Mr. Sore. Over 65% 

Mr. Sprrnocer. After 65. 

Mr. Sore. But, unlike a lot of insurance companies—I carried a 
health policy for many years, and never collected anything, and when 
I got to the age of 60 they wrote me to never mind sending in any 
more premiums. 

Mr. Sprincer. I understand that. 

Mr. Sore. We do not do that. 

Mr. Sprincer. I understand that, and I think your policy is better 
than most insurance companies in that respect. 

The point I am trying to get at is, what do you recommend for 
handling those people who are above the age of 65 who want to become 
insured ¢ 

Mr. Sore. If there could be some contributions on the part of a 
Federal corporation, I should say that would be an ideal one, that it 
would be ideal to take them in at any age. I do not think that it is 
fair to the man who happens to be over 65 years of age that he should 
be prevented from enrolling for hospital coverage. 

Mr. Sprincer. You propose then that they should be covered in this 
reinsurance program ? 

Mr. Sore. Not as reinsurance, because that would have to come from 
the subscribers of the plan, but a contribution by the corporation, 
which would mean the Federal Government, through the State gov- 
ernments, toward the cost of carrying those particular classifications, 
which cannot be loaded on the individual subscribers. 

Mr. Sprrncer. Now let me ask you this. Would you have a pro- 
posal, or would you think this is a proposal that is good—this was one 
that was, I believe, proposed or recommended by Mr. Gordon Gray 
yesterday in testifying—that those cases be handled possibly under 
the OASI program, by covering it through a Federal insurance 
program ¢ 

Mr. Sore. My own idea would be that the cheapest form of handling 
the situation would be for the Government to take certain categories 
like the indigent and the chronics, and have it handled through the 
Blue Cross, not by paying a premium, but on a cost-plus basis, and 
the cost would be the amount that the plan ordinarily pays for its 
hospitalization ard its own administrative costs, would be about 6 
percent. It could be handled that way. 
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Mr. Sprrncer. Would that be in the form of a direct payment to 
your organization ¢ 

Mr. Sore. It would mean that the Government would certify those 
persons who are eligible to have hospital care. The plan would pay 
the hospital on the same basis it pays for its subscribers. The Govern- 
ment would reimburse the plan for that cost, plus 6 percent for ad- 
ministrative expenses. 

Mr. Springer. Now, that would cover those above 65? 

Mr. Sora. Yes. 

Mr. Sprincer. That would cover'the chronically ill? 

Mr. Sore. Yes; and the indigent. 

Mr. Sprincer. And the indigent. 

Mr. Sore. And, in those cases where rehabilitation was needed, 
which the President especially mentioned. In fact, he said there were 
some 2 million of those. You see, there is no economic value in allow- 
ing all these indigent and chronics to lay around there without hos- 
pital care. They become a burden on the Government anyway in 
the end. 

Mr. Sprrncer. Now, are you going to have a limitation of service 
time upon those people ? 

Mr. Sore. The only limitation would be that which the Govern- 
ment program imposed and I say that one could afford to spend even 
a billion dollars a year and not have any limitation. Of course, you 
have to avoid merely persons going in and using it for a retirement 
home. But, I am assuming they need medical care. 

Mr. Sprincer. Let me ask you this: Have you made any statement 
of what this would cost, nationally, as a program for insuring these 
three classes of cases that I have mentioned ? 

Mr. Sore. Are you including the indigent ? 

Mr. Sprincer. I am. The chronic, the over age, and perhaps in 
some cases where now the hospitalization is limited, to cover such 
communicable diseases as polio. 

And, the fourth, the unemployed. 

Mr. Sore. Yes; and unemployed. 

Mr. Sprincer. Yes. 

Mr. Sore. I would say you would have to figure a minimum budget 
of $1 billion a year, but that is not much; compared with the defense 
program. It is only 3 percent or less than the defense program. And, 
I believe in the defense program. But, when we spend $45 billion for 
destroying, we can certainly spend 3 percent of that for rehabilitation. 

Mr. Sprincer. Now, you believe ‘that that would adequately cover 
all of the people who are not covered by your plan and would take 

care of all of those cases? 

Mr. Sore. I do not believe that the $1 billion necessarily would be 
sufficient. It might be $2 billion. But, I believe one or two billion 
dollars a year could do it and you would have something that has 
never, never been done before on a voluntary basis. 

Mr. Sprincer. Now, this statement is one that you believe is rea- 
sonably accurate ? 

Mr. Sore. Well, yes. Let me show you. The total penren bill at 
the present time in the country is about $10 billion a year. That has 
been scientifically determined. 

Mr. Sprincer. That is just for hospitals. 
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Mr. Sorc. Hospitals, medical care, and medical services. That 
was quoted last week in the New York Times. 

Mr. Sprincer. Can you give us what proportion of that is for 
hospitals ? 

Mr. Sorc. Yes. Of the hospitals bills, here is the way it was broken 
down in the New York Times. Approximately $2 billion for hos- 
pitals; $4 billion for doctors’ bills, and $2 billion medicines, drugs, 
and so forth. And, then $2 billion for incidentals, maybe like dental 
care and so forth. 

I would say that if we are talking about the overall program now, 
doctor bills, as well as hospital bills, it is a different figure than when 
you are talking on hospital bills. I am talking about hospital care 
as well as medical care, and hospital care. 

Mr. Sprincer. And, in that statement, you say that it would be 
from $1 to $2 billion? 

Mr. Sore. Yes; and incidentally, may I say this: Any program 
that was formulated like that ought to have in mind the possibility 
of doing a great deal of that work outside of the hospitals, at less 
cost than in the hospitals. That has not been sufficiently explored 
yet, but it would be possible to do it cheaper than by hospitalization. 
There is a possibility. 

Mr. Sprincrr. Let me ask you this one other question. Do you 
believe it would be possible under those circumstances to care for these 
additional four classes of people who we will admit are not adequately 
cared for at the present time? 

Mr. Sore. Yes. 

Mr. Sprincer. With the present facilities? 

Mr. Sorc. It might require some extension of the facilities; but I 
will tell you, when you speak about extension of facilities, do not 
forget that a good deal of the extension is for modernization rather 
than for more room, and if you bear in mind a great deal of this care 
can be rendered, (1) in the outpatient program of the hospital and 
(2) in the home itself, I say that it ought not to require a doubling 
or trebling of the present facilities at all. 

Mr. Sprrncer. All right. Now, I do not want to get into any legis- 
lation here, but do you believe additional legislation would be helpful ? 

Mr. Sorc. I beg your pardon. 

Mr. Sprincer. Do you believe it would be helpful for us to enact 
legislation generally which would create money to be loaned to local 
subdivisions or local groups, for the creation of nonprofit diagnostic 
centers, treatment centers; second, nonprofit hospitals, for the chroni- 
eally ill; 

Third, grants for construction for nonprofit rehabilitation facilities, 
and 

Fourth, construction of nonprofit nursing homes? 

Mr. Sorc. I am not sure about the loan part. I think, assuming 
that it was carefully supervised and worked out through the local 
level—and I believe that was the way that the Hill-Burton Act did it— 
it would be far better to make a grant merely than making a loan, 
because if a hospital has to charge enough to pay back a loan it places 
a burden on the hospital. 

Mr. Sprinoer. I beg your pardon. The bill does provide for grants. 

Mr. Sore. I would not think a loan would be sound. 
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Mr. Sprincer. Now, do you believe that that would be sound legisla- 
tion in connection with this program you are talking about ? 

Mr. Sore. Yes; it is part of the program that the President recom- 
mended and I think it is a good program. 

Mr. Sprincer. Mr. Chairman, I believe that is all. 

Mr. Tuornperry. Mr. Chairman. 

The Cuarrman. Mr. Thornberry. 

Mr. Tuornperry. A moment ago in answer to a question from Mr. 
Rogers, you referred to the fact that the doctors who participate in the 
Blue Shield could not charge a higher fee than the maximum set, if 
the physician were partic ipating in the plan, unless the patient had 

$5,000 or more income. Is that correct? 

Mr. Sora. At the present time it is correct. If the subscriber has 
$5,000 income. It might be that it is a member of his family, who has 
no income. 

Mr. THornperry. The subscriber? 

Mr. Sora. Yes. 

Mr. THORNB ERRY. Now, if you have a subscriber whose income is 
more than $5,000, then the physician is permitted to charge whatever 
he thinks is nec essary ? 

Mr. Sora. Yes, sir. And, the Medical Society of New Jersey in its 
program—and by the way, that is as constructive a program as I have 
ever seen—recommended that ultimately there should be no salary 
limitation. 

I think that the salary limitation is an anachronism and once the 
doctor is paid for taking care of the indigent, there is no point in hav- 
ing excess fees paid by those who are in the higher brackets. But, un- 
til that general program is worked out, there may well be a justification 
for a salary limitation for medical care. 

That would not apply, however, in my opinion, for the hospital care. 
That has been my experience in the hospital plan, and I think it is a 
pretty late date now to set up a hospital plan with a salary limitation. 

Mr. Trrornnerry. I understand that, but we are talking just about 
fees charged by physicians. 

Mr. Sora. Except that this one bill does contemplate a salary limita- 
tion both for hospital care and for medical care, and I think that is 
a terrible mistake. 

Mr. THornserry. The point that I am trying to make is that you 
think, on the face of it, when providing for a plan like this, you have 
to admit that those subscribers with income of more than $5,000 ap- 
parently are paying for something else other than service they are 
receiving, do you not? 

Mr. Sore. I would not say that they are paying for something else; 
but they are paying a higher rate for it. I will say this to you: I 
know of no sound logical basis for justifying any salary limitation. 
I would be foolish to try to argue that. 

Mr. THorneerry. I see. 

Mr. Sore. So long as you do not pe on the medical profession the 
burden of carrying the indigent, I do not believe that the medical 
profession which is made up of about 150,000 doctors, should have to 
carry the load of the indigent, for indigent medical care, which really 
belongs to society as a whole. 
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Mr. THorneerry. Well, I think that is a good point, but I will not 
go into that question, because we will get into the question of phi- 
losophy. 

Mr. Sorc. I would say this, that a program which guarantees to 
take care of the indigent would very quickly eliminate a salary 
limitation. 

Mr. THornwerry. In other words, you would eliminate the salary 
limitation, and in doing that you would have to find a way to take 
care of the indigent ? 

Mr. Sore. I think if we are going to get the cooperation of the medi- 
cal profession, you probably would have difficulty in getting the salary 
limitation eliminated until there was some compensation provided 
for for those cases which they handle free. 

Mr. THornperry. I believe that is all, Mr. Chairman. 

Mr. Petxy. Mr. Chairman. 

The Cuamman. Mr. Pelly. 

Mr. Petty. Mr. Sorg, I was interested in your answer to my col- 
league, Mr. Springer, in connection with the cost that might be en- 
tailed to take care of the indigent and also the aged. I think you 
said a billion or two billion dollars a year. 

Mr. Sore. Yes. 

Mr. Petry. Now, have you any idea of what the States now pay 
toward the hospital and medical care of their indigent? 

Mr. Sore. I do not know what the total is, but I know that it is on 
a very unsatisfactory basis in the States. In New Jersey recently 
they had a commission exploring the point, before which I testified, 
and you first have to define what an indigent is. 

Now a medical indigent is distinguished from an indigent who is 
out of work and hasn’t got a dime. “A medical indigent may be any- 
body and this is the way he is medically defined; anyone exempt 
from income taxes. In other words, if he is down to a point where 
even the Government does not charge him taxes, he probably is in a 
class where he cannot afford to pay for catastrophic illness, or even a 
premium for it. 

Mr. Petty. Well, I have in mind in my own State of Washington 
we have a program to take care of the aged and also the indigent— 
indigent not meaning the medical indigents. If the Federal Govern- 
ment undertook to subsidize or assist in the cost of that bill, it would 
be reduced, would it not, to the amount that the States are now paying ? 

Mr. Sore. Yes; I would say that any Federal program ought to be 
integrated with the State program; that load should not be ‘assumed 
entirely by the Federal Government. It ought to be worked out in co- 
operation with the local Government; but at the present time that sit- 
uation of the local Government care for the indigent is in a very bad 
shape, because there is no uniformity of payment. They do not at- 
tempt to pay what the hospital cost is. 

They may contribute $10 a day toward a cost which may be $20 a 
day. They are not paying for the indigents. They are merely hand- 
ing out a dole toward it. 

Mr. Petty. Would you say that the program should be adminis- 
tered on a State or a local level with certain standards prescribed by 
the Federal Government, if that could be done ? 

Mr. Sore. Yes, if they contribute to it. 
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Mr. Peiiy. But, you cannot give any idea of the amount that the 
States are now paying for the care ¢ 

Mr. Sorc. You see, the State as such does not doit. Ina great many 

cases the municipalities pay toward it, or the county pays for some, 

ond they vary, because in some cases the municipalities have their own 
hospitals or ‘the counties have their own hospitals. So, there is no 
common denominator which you could use and say that is what it 
costs. 

Mr. Petty. Would you agree that the lower the level of administra 
tion that the better the care would be 

Mr. Sore. Not necessar ily; ;no. I think if you get below the county 
level, you have great difficulties. 

Mr. Petty. Well, I do not mean to go below the county level. I 
would say the county. 

Mr. Sore. Or State level, I would say would be better than the Fed 
eral Government trying to handle it, because the administrative cost 
problem would eat up as much as the claimants. It is a hard thing to 
administer when you have 150 million people, 10 percent of whom may 
be medically indigent. 

I would not say that that is an excess figure, that 10 percent of the 
population on medically indigent. 

Mr. Petty. Thank you, Mr. Chairman. That is all. 

Mr. Beamer. Mr. Chairman. 

The Cuarrman. Mr. Beamer. 

Mr. Beamer. I would just like to ask a few questions. 

Do you believe, if the Government or any private beneficent group 
were taking care of these indigent, that the number of these so-called 
indigent would increase ¢ 

Mr. Sorc. I will say this, if there was a program provided for their 
hospital care, the number who would take advantage of it would neces- 
sarily increase, because when we started our hospital plan, the num 
ber of persons who went into the hospital was about 1 out of 12 and 
today it is about 1 out of 8, because, having the benefits, they utilize 
them, and that would be true of the indigent. 

They do not go to the hospital because they cannot get in. There 
is not anyone to pay for them. If they were paid for they would take 
advantage of it and you would have a better national health. 

Mr. Beamer. Do you think that some of those, out of the eight, go 
into the hospitals when it is not necessary? Perhaps it might have 
been that it was not necessary for them to go to the hospitals, but they 
could have been treated at home? 

Mr. Sore. I would say, by and large, I do not know of any real viola 
tion of the need for hospital care. 

You see, you cannot get hospital care unless the doctor admits you 
and I think the number of cases where doctors just admit them for the 

sake of getting a fee is minute. 

Mr. Beamer. In other words, there is very little, if any, abuse ? 

Mr. Sore. I do not think there is much abuse. 

Mr. Beamer. May I ask another question, which is a matter of con 
jecture ? 

Mr. Sore. Yes. 

Mr. Beamer. How would you handle the cases of indigents if there 
are other members of the family who are able to take care of them? 
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Is there any provision in either of your organizations or anticipated 
organizations as to that particular situation ! 

Mr. Sore. The definition of indigent is a difficult one, and as to 
how to take care of that. In other words, your definition of qualifica- 
tion of an indigent could include that of a member of his immediate 
family in position to contr ene s so much. 

Mr. Beamer. And do you have a rule on that now? Do you cover 
that? Is that included now? 

Mr. Sore. I will tell you that the answer is both “yes” and “no.” 
There are theoretically recoveries by municipalities for care rendered 
for immediate members of the family, but the percentage they collect 
is very poor. 

For example, in one county they told me recently, I think, that they 
collected an average of $1 or $2 a d: ay, on an average, whereas the 
cost was around $l15aday. You see, they do not get back much money. 
The cost of collection would be terrific as compared with the recovery 
on that. 

Mr. Beamer. I think that is all. 

The Cuatrman. Are there any further questions? 

Mr. Sorg, I would like to ask some questions. The inquiries that 
have already been made by the other members of the committee natur- 
ally have awakened my thought with respect to many matters that 
have been referred to. However, I appreciate the fact that there is a 
time element here today, with your presence, and with Mr. Van Steen- 
wyk, and the other gentleman, Mr. Smith, and I wonder if Mr. Van 
Steenwyk would be in a position to answer general questions with re- 
spect to the Blue Cross the same as Mr. Sorg has. 

Mr. Sore. I think Mr. Van Steenwyk is probably one of the best in- 
formed men in the United States on matters of the Blue Cross. He has 
been in for twenty-odd years—a quater of a century—and is intimately 
connected with it. 

The CHarrMan. Well, I am of the same opinion that you are as to 
his ability. 

Mr. Sore. He is absolutely qualified to answer any questions. 

The CuarrMan. Let me ask you just 1 or 2, not too fundamental, but 
questions that I am interested in. 

Do you have any period of grace in your contracts for the payment 
of premiums? 

Mr. Sore. Yes; 31 days’ grace period. And, by the time you get 
a to terminating it, that practically means about 45 days, and 

» also always allow a contract to be reinstated if it is made late, after 
that period, so long as it does not apply to any illness that happens 
to appear within 10 days after reinstatement. But it could apply 
immediately in case of an accident. If it were reinstated at noon and 
this afternoon a man broke his leg, he is immediately covered again. 

We are very liberal on reinstatements. 

The CuHarrMan. Are you liberal on the question of age? 

Mr. Sorc. We are very liberal, I might say, on all policy ques- 
tions, as witness the fact that out of a million claims there have only 
been a dozen suits in twenty-odd years. 

The Cuarrman, I am not speaking from the standpoint of suits. 
I am assuming that your contract is so drawn that it would be very 
definite as to the rights of an individual. 
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Assume that an individual is beyond 65 years of age. 

Mr. Sorc. We do not allow them in as individuals. We have the 
banking and insurance department, and they would not allow us to 
discriminate. 

The Cuairman. You do not quite catch my question. 

Mr. Sore. I am sorry. 

The CuHamrMan. Suppose he is an individual who is a member 
of your organization and has been for 15 or 20 years, and through 
some mistake, the premium was not paid within the time. Could 
that individual be reinstated ? 

Mr. Sore. Yes, particularly if he had reached that overage. 

The CHArrMan. Even though that was after he is 65? 

Mr. Sore. Yes. 

The Cuamman. I wonder why I was not reinstated under those 
terms. 

Mr. Sore. Maybe the application did not reach the right quarters, 
because it should be. 

The Cuarmman. It is too bad that you have a situation where 
an outsider would have to know just what door to go into, to get into 
the room. 

Mr. Sora. I do not understand that, although I do know that mis- 
takes will occur in any plan. 

The Cuarmman. In this instance it was a very great mistake; very 
detrimental. 

Mr. Sore. I agree. 

The Cuarrman. I would like to ask this further question: You 
say that under the contract there is 120 days’ full hospitalization 
with a supplemental 245 days’ partial hospitalization in 1 year? 

Mr. Sora. Yes. 

zt CHAIRMAN. Suppose there was a policy taken out on Jan- 
uary 1, which would run for the year 1954. Suppose that in July 
an individual were taken sick and was hospitalized, and continued to 
be, until after the 1st of January 1955, would he be precluded from 
getting a new contract on the 1st of January because he was in the 
hospital ? 

Mr. Sorc. No; but there is one thing that you must not overlook. 
Assume the contract was January 1, and the man does not go into 
the hospital until December 31, of this same year. He still would 
have 365 days, because there are that many days for a contract year, 
from the time that the hospital admission occurs. 

The 365 days are not required to occur during the contract year. 

In other words, if he went into the hospital on the last day of his 
contract year and stayed in 365 days after that, he would get the 
benefit even if he did not renew his contract. 

The Cuatrman. I am asking, could he renew the contract? 

Mr. Sore. We do not stop the renewal of contracts because of exist- 
ing illness. We do not do that, unless there is reason to believe that 
there was a concealment of some nature or something of that kind. 

The CHarmman. When you talk about concealment, the intent of 
the individual enters into it. It would seem to me that the average 
individual—I may have at the moment some cancerous condition that 
I do not know about. 

Mr. Sore. That would not count against you. 
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The Cuairman. How do you draw the distinction ? 

Mr. Sore. If you had that condition and if your doctor said he had 
advised you that you had it and you ought to be hospitalized, then 
we feel that you should have shown it; but if you simply say, to the 
best of your knowledge you do not have anything, we take that as 
being the fact, and if it happens that it was not a fact, we do not hold 
that against a subscriber. 

The CuHamman. In the absence of medical information, or knowl- 
edge, otherwise a person could very well have a cancerous condition. 
Then that would not bring about a loss of benefits? 

Mr. Sore. Oh, no; no, no. 

The Carman. Have you always had these rules and regulations 
with respect to the amount of hospitalization that can be ‘obtained 
under a contract? 

Mr. Sore. Oh, no; originally our contract allowed only 21 days. 

The Cuarrman. I mean within the last 5 years. 

Mr. Sore. I think it was in 1949 that we extended it to 120 days 
plus 245. It was in 1949. 

The CHarman. I have in mind, not only the number of cases, but 
the relationship between one year and another year. 

Mr. Sore. Yes. 

The CuatrMan. Has that always been your practice? 

Mr. Sorc. You mean the admission occurring in one year, ana 
staying in? 

The Cuatrman. Yes. 

Mr. Sore. That has always been in effect. 

The Cuatrman. I have in my mind a case that was brought to my 
attention, that would certainly seem to be far different from what you 
are saying. 

Mr. Sore. M: ay I reply to that, Mr. Chairman—and I have said this 
not only to you, but I will say it to anybody, because it happens every 
day: There can be mistakes. If any one writes me personally about 
that, I take the personal trouble to check into it and make sure that 
there is nothing unfair happening. 

The CHarrman. Well, it is unfortunate that this individual in this 
case did not know that it could be a matter that could be taken up 
with you personally. 

Mr. Sore. It is not too late now. 

The CuatrMan. It is too late now. He has died. 

Mr. Sore. He probably is not worrying about his hospital bill any 
more, 

The Cuatrman. No, but there may be some others that have not 
died. 

Mr. Sore. Yes. 

The CHarrMan. It is not a question of the individual alone. It is 
a question, and the principle that we are dealing with in these matters. 

Mr. Sore. But I do think that the fact that there have been so few 
complaints, relatively few—probably less than 1 percent—that would 
show that the general application is one of fairness. 

After all, it is a nonprofit corporation. There would be no point 
in trying to discriminate. 

The CuHatmMan. Do you think that there is any reasonable basis 
why the Government should have any supervision, so as to ascertain 
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the financial strength and the ability to perform what is promised, 
the same as it does with respect to banks under the FDIC? 

Mr. Sora. I would say, unless the Government did that, it would be 
remiss. If the Government is going to reinsure, it certainly owes a 
duty to keep it in bounds. 

The Caiman. I have not gotten to the point of reinsurance yet. 
I mean from the standpoint of operation of these different Blue Cross 
plans in different States. 

I have taken from what you have said this morning—in fact you 
have frequently said, when you have referred to some particular bene- 
fit that is procurable under your contract in New Jersey, you have said, 
“IT do not know whether that applies in every State,” and very fre- 
quently, “I do not know what other States have done about that.” 

Mr. Sore. Yes. 

The Cuarrman. Indicating that there is a difference in the differ- 
ent States. 

Now, I am well aware of the New Jersey plan and rather proud 
of it, and I think that anyone who hears you speak about it would 
feel proud that has an officer such as you at the head of it; but what I 
am getting at is, taking it as a whole, across the Nation in our 48 States, 
do you think it would be appropriate to bring these organizations 
under government supervision to ascertain what the “V promise and 
whether they are able to keep their promises, and so forth? Just one 
further illustration. You speak of the necessity of putting aside a 
reserve, which you do. You have a reserve now of about $5 million. 

You do not say whether the organizations in some of the other States 
have any reserves or not. It certainly is good practice for them to 
have a reserve. 

Now, take that just as an illustration. Is it a proper thing for the 
Government to have some supervision of it / 

Mr. Sore. Well, let me say this: The New Jersey plan and, so far 
as I know, every State plan is under the supervision of the particular 
State banking and insurance department—some call it the banking 
and some call it the insurance department—of the local State. 

That is the same situation that obtains with regard to all insurance 
companies. So far as I know there is no Federal supervision of any 
kind of insurance. Now, I would say there would be no more reason 
for the Federal Government taking on itself the burden of supervis- 
ing a hospital plan than there would a life insurance plan, so long 
as the States do maintain that supervision—and they do. 

The CHamman. But when it comes to a point of reinsurance, then 
you do think it is necessary ? 

Mr. Sorc. Absolutely ; just the same as in the case of your bank in- 
surance, where they keep supervision. 

The Cuamman. Well, the bill to which you refer, of course, is 
drawn on the theory of the FDIC? 

Mr. Sora. Yes. 

The Cuatrman. That bill was drawn some years ago before the 
public conscience had been awakened to this question of health to 
the extent that it is at the present time, and I endeavored—while I 
put that bill in some 4 years ago, I think by request—I put it in again 
to bring about conversation and thought and suggestion of ideas and 
whatnot, and the fact that you have given it the attention that you 
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have is very gratifying to me; that someone at least has paid some 
attention to it. 

Now, I think that as these hearings have progressed, we have found 
that we are all of the opinion that we know so little about it that we 
must depend upon those who have had experience in these partic ular 
activities to be helpful to us, and we need a lot of help, and we are 

calling for that kind of help, and I assume from what you have al- 
ready said that you are willing to give us that help, from your own 
experience. 

Mr. Sore. I can say to you, without money or without price, I 
will come as often as you want me to come. 

The Cuamman. Well, that is very generous indeed, coming from 
one so experienced as yourself and it is very gratifying and very 
helpful to us. 

It may be that we will need your advice, certainly the same as we 
need the advice of Mr. Van Steenwyk, because when you come to 
draw legislation—and that is the place where we are at the present 
time—it becomes a rather difficult thing. 

It is not so hard to sit here and listen to witnesses who are well 
informed, who come before us; but after we get all of that informa- 
tion, then what are we going to do with it? 

Now, we are right at that point. What are we going to do with 
all of this worthwhile information that we have obtained. So we 
are up to the point of drafting legislation and in that we will be very 
appreciative of your help or the help of anyone else, who will be will- 
ing to come forward and assist.gs. 

Mr. Sore. Thank you. 

The Cuarrman. We certainly thank you, Mr. Sorg. You have 
indicated that your years with the Blue Cross, as its originator in New 
Jersey, have not been wasted, because you have shown here this morn- 
ing that you have a knowledge of the whole subject, and I have been 
pleased at times to recognize the frankness with which you have spoken 
and the emphasis which you have put upon some things that maybe 
seem most important, and I appreciate it, and I am sure that the com- 
mittee does, very much, and I want you to know that you have made 
a very valuable contribution to this committee inquiry. 

Mr. Sore. I want to thank you, and the members of the committee, 
Mr. Chairman. 

The Cuarrman. Mr. Van Steenwyk, how long will your statement 
take? 

Mr. Van Steenwyk. It will take about 45 minutes, Mr. Chairman. 

The CHAtrMan. We have a session pf the House today, and I! “sf 
wonderi ing w hether under the circumstances we had better not adjourn 
until 2 o’clock. 

I will say to the members of the committee, I have had some con- 
versation with Mr. Van Steenwyk, some months ago, and that while 
it was a very limited one in the city of Philadelphia, yet it was suffi- 
ciently long for me to be impressed with the ability of the gentleman 
and I know that he will bring something worthwhile to us in these 
hearings, and I certainly hope that it will be possible for a goodly 
number of our committee to be present this afternoon, because this 
will mean a lot to us in the succeeding days. 
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We will recess until 2 o’clock. 
(Thereupon, at 11: 45 a. m., the committee took a recess until 2 p. m. 
of the same day.) 


AFTER RECESS 


The CuatrmMan. The committee will come to order. 

The first witness this afternoon is Mr. E. A. van Steenwyk, the 
chairman of the government relations committee of the Blue Cross 
Commission and executive director of the Associated Hospital Service 
of Philadelphia. 

Mr. van Steenwyk is one of the pioneers of Blue Cross. He started 
his career in this field as the director of one of the first plans in St. 
Paul, Minn., in 1933. While there he originated the Blue Cross 
symbol, now the emblem used by all hospital insurance plans 
approved by the American Hospital Association. 

In 1938 he went to Philadelphia to direct the Blue Cross there and 
has continued in this capacity. He also directs the activities of the 
Lehigh Valley Blue Cross plan. Between the 2 plans, approxi- 
mately 2,300,000 subscribers are covered. 

Mr. Van Steenwyk has done a great deal of original and construc- 
tive thinking in connection with hospitalization insurance. We are 
sure that the information he has available will greatly assist the 
committee in formulating a satisfactory health program. 

Mr. van Steenwyk. 


STATEMENT OF E. A. VAN STEENWYK, CHAIRMAN, GOVERNMENT 
RELATIONS COMMITTEE, BLUE CROSS COMMISSION, AND EXECU- 
TIVE DIRECTOR, THE ASSOCIATED HOSPITAL SERVICE OF PHILA- 
DELPHIA, PHILADELPHIA, PA. 


Mr. VAN Steenwyk. Mr. Chairman and members of the committee; 
I have organized the work of this testimony in a way so as to lessen 
the amount of time that it will require to give a full exposition of the 
things that it seems to me the committee members ought to have. 
With your permission, I will stick pretty closely to the text, but if 
someone has questions about the text I hope he won’t hesitate to ask 
them. 

The Cuatrman. It always has been our plan, Mr. van Steenwyk, 
to hear the witness first before any questions. 

Mr. Van Sreenwyck. For 21 years I have worked for 3 Blue Cross 
plans. Little capital was required to start each of them. In St. 
Paul, Minn., Blue Cross was started with a loan of $857 from the hos- 
pitals. This organization has since paid more than $85 million for the 
hospital care of its presently enrolled 1 million subscribers. 

The Philadelphia Blue Cross borrowed $30,000 from the local Com- 
munity Fund to get started. Since its organization it has paid $130 
million to hospitals for the care of its 2 million subscribers. 

The Lehigh Valley Blue Cross plan, serving Allentown, Bethlehem, 
and Easton and the surrounding area, started by borrowing $5,000 
from one of its hospitals. Since then it has paid $22 million for its 
300,000 subscribers’ care. 
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In all, $35,857 was the entire capital required to start these 3 or- 
ganizations. All borrowed money was promptly repaid, and by now 
the 3 have grown to become large important organizations and have 
paid hospitals $237 million, nearly a quarter of a billion dollars, for 
the care of their subscribers. The history of the beginning, growth, 
and development of all Blue Cross plans is essentially ‘the same. 
Little capital has been required to start them; no capital funds have 
been required once successfully under way. 

In addition to providing hospit il care to its own subscribers locally, 
some plans also act as managing plans in the matter of coordinating 
enrollment of the employees of national employers. For example, the 
Lehigh Valley plan acts in this capacity for all of the Bethlehem 
Steel C orp. employees and their dependents wherever located so that 
they all may receive the same high level of benefits. The steel cor- 
poration’s social insurance board, “established by the corporation and 
the steelworkers union, pays the Lehigh Valley Blue Cross a uniform 
monthly rate for each covered employee regardless of marital status, 
or location. The plan then distributes the proper amount to the 40 
participating Blue Cross plans for coverage extended to employees. 
Each of the cooperating Blue Cross plans makes the same promises 
of hospital service to all of the Bethlehem Steel Corp., employees but 
maintains its local responsibility and autonomy. 

These few facts about Blue Cross suggest the nature of my testi- 
mony. It is intended to set forth what Blue Cross plans have done 
and can do to lessen the public problem which motivates this series 
of congressional hearings. 

The : year that I began work for Blue Cross in 1933 there were but 
two communitywide hospital plans in the United States—in Newark, 
N. J., and St. Paul, Minn. By the end of 1933 the two plans had 
enrolled 4,000 subscribers. In that ye ar they paid out about $20,000 
to hospitals for their subscribers’ care. Bv the end of 1953 there 
were 82 such plans serving practicé lly every area of the United States, 
with total enrollent of over 43 million subscribers. Last year these 
plans paid hospitals more than $630 million for the care of their 
subscribers. 

To have achieved this record of growth required assistance from 
management, unions, hospitals, and doctors. They all had a part 
in this; yet Blue Cross represents none of them exclusively. Blue 
Cross negotiates with each of them in the interest of the subscriber, 
our customer. If he is not satisfied, our organizations cannot suc- 
ceed. The fact that more millions are enrolled every year indicates 
the vitality and strength of this movement. No voluntary health in- 
surance plan in any nation has ever obtained either the numbers of 
persons covered or the extent of coverage that Blue Cross has achieved 
in these 20 years. 

Growth of the plans has not been at the same rate for all of this 
period. Indeed, for the first 5 years of the ‘Plan’ history only one 
million had been enrolled. At the end of 10 years there were 10,500, 000 
subscribers; 32,500,000 additional subscribers have enrolled in the 
last 10 years. 

The record of Blue Cross enrollment growth is matched by its his- 
tory of continually widening extent of coverage. Initially the cover- 
age for employed persons was meager by present standards, and hardly 
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any coverage was provided their wives and children. In St. Paul 
in 1983 only LO percent of dependents’ hospital bills were paid by 
Blue Cross. Later this was increased to 25 percent, then to 50 percent, 
until about 10 years ago the present eis y to provide dependents the 
same broad coverage as employed subscribers was adopted by all 
plans. , 

Operating expense of the plans has been kept at a minimum in 
accordance with their nonprofit character. Most plans now operate at 
from 5 percent to 8 percent of income, the national average for 1953 
being 6.99 percent. This includes expenses of every kind: selling, 
administration, settlement of claims, the entire operation. Ninety 
three cents out of very dollar collected from subscribers is therefore 
available to pay hospital bills. In recent years from 88 cents to 91 
cents out of each dollar has been paid for the immediate hospital care 
of subscribers. The difference between the amounts paid for hospi 
tal care plus operating expense and the income from subscribers is 
set aside as reserves for unusual cont ingencies. Reserves of all plans 
as of December 31, 1953, amounted to more than $182 million, which, 
at their pees rate of payment to hospitals, is sufficient to pay the 
hospital bills for all plans for about 214 months. 

While the plans cooperate in mi itters of general interest, each is a 
local enterprise. Each is governed by a board of directors, the mem- 
bers of which receive no pay for their work as directors. All offer 
service contracts providing the services regarded as hospital services 
in its locality as distinguished from ordinary indemnity insurance 
contracts which prov ide a limited number of dollars per day to the 
insured when he requires hospital care. Blue Cross benefits usually 
include ancillary services, such as laboratory, operating room, X-ray, 
drugs, dressings, anesthesia, and other services as well as bed, board, 
and - nursing service. Some of these services, if not provided for by 
Blue Cross, are provided by Blue Shield, a companion nonprofit medi 
cal care plan. 

The contracts with subscribers for hospital service sold by Blue 
Cross are backed up by contracts between Blue Cross and the local 
hospitals. The practical result of these contracts is that the hos- 
pitals join in the promise to deliver service to subscribers when they 
need it. The hospit: als in this way become guarantors of the promises 
made by Blue Cross to its subscribers. 

Because of this intimate relationship between Blue Cross and its 
member hospitals all Blue Cross plans are institutional members 
of the American Hospital Association. The Blue Cross Commission, 
which represents the plans nationally, is a part of the American Hos- 
pital Association, yet it has autonomy in its general operations. 

To be identified as a Blue Cross plan and participate in the na 
tional programs of mutual aid and reciprocity which the Blue Cross 
C —— operates, the following standards must be met: 

Its bylaws must provide for adequate representation on the 
bos ois of directors of hospitals, doctors, and the public. In general, 
one-third of the members of board of directors of Blue Cross plans 
are drawn from each of these categories. 

2. Members of the boards of directors must serve without pay for 
the work they do as directors. 

3. Each plan must be nonprofit and meet the requirements of the 
State in which it operates. 
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4. The plan must offer service benefits. 

). Subscribers must have free choice of doctors and hospitals. 
). The finances of Blue Cross must be kept separate from that of 
any hospital. 

7. Blue Cross employees must be paid on a salaried basis rather 
than a commission or production fee basis. 

8. The plan must report statistical and financial data on forms pro- 
vided and in accordance with definitions used by all. 

The mutual aid programs of Blue Cross include: 

1. Reciprocity of enrollment so that a subscriber moving from an 
area served by one plan may be transferred to another promptly with- 
out the imposition of waiting periods or penalties of any kind. 

2. Reciprocity of service benefits so that a subscriber needing care 
while away from home will obtain service benefits in a member hos- 
pital of the Blue Cross plan where he is hospitalized. To facilitate 
this part of their service, Blue Cross plans have a national intercon- 
necting teletype service, and all hospital admissions of subscribers 
away from home are cleared through it on a daily basis. 

An interplan bank is also maintained by the plans in Chicago, which 
settles all such cases between the plans monthly much as a bank clear- 
ing house settles transactions between banks. In 1953 the interplan 
bank cleared cases involving $26,129,487.42 in payments to hospitals 
throughout the country for the care of subscribers hospitalized while 
away from home. 

3. The Blue Cross plans have also established an insurance company 
(Health Service, Inc.) which is wholly owned by them. Health 
Service, Inc. assists in meeting special needs of national employers 
which cannot be met by the plans themselves. 

4. Every Blue Cross plan submits reports upon all its operations on 
a quarterly basis to the Commission office which then reports to all 
plans on the results obtained by all. Statistical reports, financial 
reports, public relations, hospital and doctor relations programs, re- 
ports upon enrollment, and so forth, are all cleared in the same way. 
5. Each Blue Cross plan also agrees through the Commission to 
participate with all other plans in serving national employers. In 
addition to the Bethlehem Steel Corp., to which I referred previously, 
these national accounts represent the majority of our national em- 
ployers, both large and small. They include such companies as 
United States Steel, General Motors, Chrysler, Ford, du Pont, Camp- 
bell Soup, American Telephone & Telegraph, and thousands more. 

6. Some plans have acted as the middlemen in making arrangements 
for the Federal Government to obtain hospital care for veterans in 
their member hospitals. All have agreed to do so if desired. Under 
this arrangement the Federal Government gets the advantage of the 
contract the plan negotiates with member hospitals and pays only a 
nominal administrative expense to the plan, far below what it might 
otheriwse cost for administering the same program. In a few areas 
this service is being explored on an experimental basis to assist State 
and county agencies in obtaining hospital care for indigent patients. 

7. The Blue Cross Commission also coordinates the work of all 
plans in matters having to do with the Federal Government, other in- 
surance organizations, research programs, and general public rela- 
tions. 
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The Blue Cross plans are usually governed by special enabling laws 
of the States in which they operate. Model enabling laws providing 
for this kind of regulation have been introduced in most State legis- 
latures through State hospital associations. The founders of Blue 
Cross in this way provided for continuous growth and development of 
nonprofit hospital insurance as a public service under State law. The 
self-regulatory concepts, adopted by the plans through the American 
Hospital Association 20 years ago under the sponsorship and with 
funds provided by the Rosenwald Fund, have in large part been respon- 
sible for the uniform character of Blue Cross coverage and its public 
acceptance. Without this kind of national sponsorship and atten 
tion the plans would today be only as good as their local manage- 
ments. 

So far my testimony has been directed toward establishing the 
public nature of Blue Cross and its national character, at the same 
time explaining for members of the committee how it is that each 
plan is also locally controlled and fully autonomous. This is a neces 
sary prelude to discussion of the nature of the risk against which 
Blue Cross insures its subscribers, what Blus Cross has found it can 
do and what, to this point at least. it has not been able to do. 

The nature of the risk can be described quickly. What the plans 
have been able to do and what they have not been able to do is more 
difficult, and I propose to do this bv setting down the eriticisms of 
Blue Cross as they have been expressed, or as I may express them. 
If we can arrive at a clear exposition of the limits of Blue Cross in 
meeting the public problem, we may in this way also stimulate dis 
cussion as to how such limiting factors may be reduced. 

First, then, the nature of the risk. Blue Cross began its work 
suring subscribers against the expense of hospital care because the 
research in this field indicated: 

That the hospital bill was the most burdensome part of serious 
illness. The doctor told his patient to pay the hospital bill first and 
that he would wait for payment of his bill. 

Hospitals faced bankruptcy unless some method of prepaying 
oa care were worked out. As medical science developed, costs 
rose. By the early thirties it could be said that of the total medical 
bill met t by individuals in America, 50 percent was on account of the 
hospital and doctor bills in the hospitalized illness. This burden was 
especially difficult because it fell each year upon only 10 percent of 
the people. The other half of the total bill was spread over the 
90 percent of the people not needing hospital care. The distribution 
of medical expense borne by individuals today follows this general 
pattern. 

Five important general facts about the hospital insurance risk 
ag | be emphi asized to the members of this committee. 

Blue Cross has learned that 75 percent of all Blue Cross hos- 
vital expenses is on account of the women and children dependents 
of insured workers. 

2. Subscribers over 70 years of age use 2 to 3 times the hospital care 
ag person per year al by those below this group. ; 

Women subscribers per person per year use twice as much 
hospite) care as men. 
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4. The frequency of illness requiring hospital care is higher among 
the unemployed than employed persons. 

During the history of Blue Cross the per day cost of hospital 
care has increased at a faster rate than general living expenses, and 
more hospital care has been required per person covered every year. 

Hospital-sponsored Blue Cross naturally followed research in this 
field as a logical and reasonable way of meeting the most difficult part 
of the total medical bill for all of the people. The cost of the hospital- 
ized illness is large for the nation as a whole, for the individual it is as 
staggering as it is unpredictable in time and the amount of money 
which may be required to regain health. This is another of the reasons 
why Blue Cross provides service contracts to its subscribers paying 
the hopitals direct instead of paying the subscriber an amount per day 
when hospital e: care is needed. A sick man needs care, not dollars. He 
may need eiveds of dollars worth of hospital service in the first 2 
or 3 days of care. While there are normal cases of appendicitis, 
pneumonia or even cases involving brain surgery or lung surgery, the 
frequency of lara hospital bills is high in every cater my ot dis sease, 
and no one knows when it will be his turn to foot an abnormally large 
bill. 

While it might be said that sé - insurance against hospital bills 
is better than none, it should also be said that all insurance is not 


equally good, and some so called } 10 onal insurance is almost worth- 
less. The success of Blue Cross plans and responsible insurance com- 
panies has resulted in flooding the market with dubious offers by 


questionable competitors. These com panies capitalize on the good 
reputation which the nonprofit plans particularly and the life com- 
panies offering group coverage, as well, have together established. 

As a result, many Americans who think they are insured against 
hospital expense wou ld do better to make a contribution to a hospits al 
r Community Chest equivalent to their annual premiums. In this 
way at t least someone would get s ome hospits il care for the mone y spent. 
These people pay their premiums re gular ly. Yet many discover when 
they need hospital care that protection will be denied because the 
origin of their disability antedated the effective date of the insurance 
contract. While it is a sound polic; y to impose restrictions like this to 
avoid bad selection, most reliable companies waive such in group en- 

rollment. Blue Cross waives this restriction for groups and in non- 
group enrollment generally imposes only a 12-month waiting period 
for all preexisting conditions. 

Many others will discover that their first demand for benefits will 
start in motion the insurance sannlida s regular policy of discon- 
tinuing coverage to persons who it may be expected will need more 
care because they have become ill. 

Others as they get older will find that at age 60 or 70 they may be 
discontinued altogther, or the rates raised so high that it is uneco- 
nomical for them to continue protection. They may even find that 
though allowed by contract provisions to continue paying premiums, 
they will be denied benefits because of their age! 

The companies engaged in such practices operate legally under the 
insurance laws of the State in which they were organized. The truth 
of the mater is that their customers get a shockingly low return on 
the amount of premiums they pay. One of these companies trading 
on the popularity and reputation of Blue Cross in Pennsylanvia re- 
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turned only 12 cents in benefits for every premium dollar collected in 
1952. 1 

Even those insured by the reliable group companies offering a high 
level of benefits will likely find that when they lose their jobs either 
because of retirement, milit: ary service or because of lack of work, 
their protection will cease automatically, not only for themselves but 
for their families as well. 

The responsibility to give the American people the facts with which 
they may ev: aluate the worth of their insurance policies is the insurance 
industry’s responsibility, and more is being done about this every day. 
The responsibility to clean up the industry also rests with the industry 
and with State regulatory bodies. Part of the inadequate medical care 
insurance coverage problem for American people will not be solved 
until those wanting such insurance have clearer standards by which 
to judge what is offered. 

Second, then, to the criticisms of Blue Cross. 

While the criticisms of Blue Cross are all tentative and well meant, 
they may provide a clue to our situation and suggest remedies. Every- 
one agrees that Blue Cross is a good thing. Everyone also agrees, 
how¢ ver, that not enough has been done. This is not said defensively 
or by way of apology. Blue Cross knows what it has done and is 
pre ud of its historic role in American hospital] insurance. 

The first criticism is not enough enrollment, though it is generally 
conceded that Blue Cross has done well in metropolitan and indus 
trial areas. In the Lehigh Valley, for instance, we have enrolled 80 
percent of the population. Cleveland has enrolled 75 percent of its 
population, as has the State of Rhode Island. Washington, D. C., has 
enrolled 68 percent, and so has the State of Delaware. Philadelphia 
has enrolled 64 percent of its population. Of the 113 firms in the 
Philadelphia area employing 1,000 or more persons, 105 of them are 
enrolled in Blue Cross. New York City has enrolled 53 percent of 
its vast corr etom What has been done in one area can be done in 
another. Better work is now being done everywhere in areas where 
enrollment has previously lagged. 

The second criticism made is that not enough farm people are 
enrolled, yet more than 4 million subscribers to Blue Cross are farmers. 
E very year fi wry f amilies : are being e nrolled i in large r number rs by Blue 
Cross plat is in the farming States. 

The third criticism usually made is that not enough of the unem- 
ployed are enrolled. This not because of Blue Cross enrollement 
regulations so much as the inability of the unemployed to pay for the 
service. Those who were pre ‘viously enrolled by Blue Cross through 
industrial or commercial groups may continue B ae ‘ross benefits 
through periods of unemployme nt by paying direct to Blue Cross. 
Most Blue Cross plans also provide for individual or uiierdeas en- 
rollment at stated times during each year. Of the more than 2 million 
subscribers enrolled by the Philadelphia plan over 550,000 are non 
group subscribers, persons not paying their premiums through groups. 
Of these, only 125,000 originally enrolled as nongroup subscriber 
The remaining 425,000 are people who have left their jobs or retired be 
cause of age or other reasons. Without Blue Cross few of these could 
meet today’s high hospital bills. 

A fourth criticism often made is that the aged and others, many 
of whom require public assistance in meeting necessities of life, are 
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not being enrolled in large number by Blue Cross. Again using the 
Philadelphia experience, about 20 percent of the 425,000 nongroup 
subscribers formerly enrolled with groups are retired men and women 
over 65 years of age, a considerably higher percentage of the aged than 
in the population as a whole. 

Meeting the hospital care needs of those in public assistance cate- 
gories represents one of the serious problems not only in the matter 
of Blue Cross enrollment but in the financing of hospitals as well. 

The effect of their need for free hospital care on hospital financing 
can be traced by considering the experience in Philadelphia. In 1938 
when Blue Cross started in this city about 1 oe days were provided 
to the poor by the 41 State-aided hospitals in Philadelphia at a cost 
to them of $4.62 per day or $4,620,000. F iftsen years later, in 1953, 
these same hospitals delivered 500,000 days of care to the poor, Blue 
Cross, other insurance and changed economic conditions having re- 
duced the demand for free care. Yet the lower number of days care 
provided to the poor in no way lessened the cost problem of the 
hospitals since by 1953 cost of providing care was approximately $14 
a day or $7 ilo Over $2 million more for providing one-half the 
number of days’ care! 

A fifth criticism of Blue Cross is that not enough of the hospital 
bill is paid. Subscribers faced with the need for continuous and 
extensive treatment find that their benefits have run out. In the 
earlier history of Blue Cross this could be excused. Today the demand 
from subscribers is for better coverage, and Blue Cross plans generally 
are now offering more comprehensive protection at higher rates. This 
problem has been analyzed and remedial measures have been adopted. 

It should be emphasized that extending coverage for the hospitalized 
illness depends upon the willingness and ability of the insured to meet 
the additional cost of ne more extensive coverage. In a sense 
we have all been engaged in a vast merchandising effort to persuade 
everyone that he has a ccna responsibility to meet his hospital 
expenses by prepayment. Progress in widening extent of coverage 
depends upon the acceptance of this responsibility by the individual. 

A sixth criticism sometimes made by hospitals concerns rates paid 
to them by Blue Cross for subscribers’ care. This boils down to the 
same criticism as that made by those who complain that Blue Cross 
does not take care of those in the public assistance categories. The 
hospitals’ complaint is not against Blue Cross payments so much as it 
is that public authorities do not, in general, pay enough to meet hos- 
pital cost for the care of the indigent. Since hospitals must obtain 
the difference from some source they cannot be blamed for trying to 
get it from Blue Cross. This is not said to exempt hospitals from 
responsibility to consider ways in which they might reduce their costs 
or lessen abuse of Blue Cross and other insurance. Reductions of 
hospital cost and control of abuse would greatly increase the effective- 
ness of insurance dollars, but this is secondary to the matter of financ- 
ing the cost of care provided to the indigent. 

Blue Cross plans have proven their effectiveness in meeting many 
of the problems they were established to overcome by enrolling large 
segments of the population, by providing the same level of benefits 
for dependents as employed persons, by allowing all subscribers 
whether retired or unemployed to continue coverage after they leave 
their employment, by not limiting service provided to women in any 
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way, by making higher payments to hospitals as their costs have risen, 
and by increasing their benefits. 

The basic question, of course, underlying all hospital insurance, as 
we have been considering it, is whether hospital bills represent a public 
problem. If no public problem exists there is no need for nonprofit 
organizations such as Blue Cross operating in the public interest. 

President Eisenhower in his message on January 18 said, 

Among the concerns of our Government for the human problems of our citi 
zens, the subject of health ranks high 

Again he said: 

We must therefore take further action on the problems of distribution of medi- 
cal facilities and the costs of medical care. We must be careful and farsighted 
in the action we take Freedom, consent, and individual responsibility are 
fundamental to our system. 


And, finally, he said: 

The health of our people is the very essence of our vitality, our strength and 
our progress as a hation 

The details of a reinsurance program which the chairman of this 
committee has previously submitted to Congress will be considered. 

Before doing so I would like to suggest that one relatively simple 
thing could be done by the Federal Government at this time which 
would greatly assist all voluntary plans in meeting the challenge of 
the national problem. 

Although the President indicated that no person’s occupation should 
bar him from the means of achieving good health, the Federal Gov- 
ernment has continued to fail to provide the facilities for payroll de- 
duction for its own e mployees. More than 750,000 Federal emp ployees 
now have Blue Cross protection, and others are protected under health 
insurance policies issued by commercial insurance companies. How- 
ever, the only permissible method of collection of ch: arges is either by 
individual payment by mail, or through collection by Government 
employees who collect charges from their fellow workers and forward 
them to the Blue Cross plan or the insurance company. ‘This latter 
method is by far the most prevalent in the Federal Government since 
individual payments by mail usually require higher rates. 

Under this method each protected employee must have his payment 
ready at the time monthly collections are made. Many persons must 
take time from their work to make these payments, and, more impor- 
tant, if the employee should be absent because of illness, vacation, or 
because of Government business, he may miss the regular collection. 
When this happens he must either hunt up the person assigned by 
his department to collect payments and pay him, or if too long a period 
has elapsed his coverage, as well as that of his dependents, will have 
been canceled for nonpayment. Under payroll deduction he would 
authorize the Government to deduct the charges from his pay at the 
time his coverage commenced. Deductions would be made automati- 
cally and payments transmitted regularly by the Government, thus 
assuring the employee of continuous protection. 

Payroll deduction is the method almost universally used in private 
industry for prepayment of employee charges for hospital and medical 
care. It has long been apparent to private industry, both large and 
small employers, that payroll deduction is the best and most efficient 
method of making collections. Cancellations due to illness or absence 
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are avoided and, in addition, a worthwhile saving of time and effort 
is gained by employer and employee. 

Payroll deduction is also generally used by municipal and State 
Governments to pay coverage for their employees. A proposal author- 
izing such payroll deduction has been before the Congress a number 
of times, either as a separate measure or as a part of other legislation. 
It was last introduced in the 83d Congee ss by Senator Carlson as 
S$. 2191. Surely the + eral Government is not less eee in its 

blems than the hundre ds of thousands of private 


employees’ he: 
many State and local governments which now 


employers 
regularly provide the advantage of payroll deduction. 
A second suggestion preliminary to consideration of reinsurance 
been considered with agencies ol the Federal. Government 
by Blue Cross but not presented to Congress eo assure dependents 


of those in military service of continued Blue Cross coverage through 





payroll deduction. 

The health needs of such de pendents have been recognized through 
legislation which permits military hospitals to provide hospit: alization 
to dependents of servicemen era facilities are available. They have 
also been acknowledged by Blue Cross plans which regularly provide 
for continuous coverage at oes rates to dependents of men in service, 
and have many thousands of dependents of servicemen now enrolled 
on this basis. Since most military hospital facilities are not located 
in the areas where dependents reside, the legislation making such 
facilities available té dependents does little to benefit them. Also, 
most men in service want the - wives and children cared for at home 
in their local hospitals by their regular family doctor. If the Fed- 
eral Government would pe rmit servicemen to protect their de ~pendents 
through pay roll deduction, they could use the hospitals and doctors 
at home. ‘There would also be no question as to their eligibility to 
continue coverage upon discharge from service without waiting 
periods or penalties. Thus another goal would be obtained in 


broadening voluntary coverage. 


\ third suggested Federal action to stimulate the growth and 
development of voluntary health insurance would be to provide in- 


centive to purchase protection from voluntary insurance by an ap- 
propriate reduction in income tax given to those who buy it. The 
Fede ral Government recognizes the need for a strong and vigorous 
voluntary health-insurance program. The voluntary-insurance or- 
oe itions have done a job in merchandising the idea of prepaying 
hea ‘are. Let it then become public policy that the premiums paid 
for | ealth insurance be deductible for Federal income tax purposes. 
A bill to this effect, H. R. 6952, has already been introduced by the 
chairman of your committee. ; 

On the matter of reinsurance as provided for in H. R. 6949 and as 
suggested by the President in his message to Congress on January 18, 
1954, it should be said that both plainly indicate a desire on the part 








of responsible persons in the Federal Government to assist in the 
strengthening of voluntary insurance. This offer of assistance is wel- 
comed by Blue Cros aes ially because many previous proposals for 
solving the problem nationally would have resulted in the abandon- 
ment of voluntary laiaiote e. 

It has been suggested that such a reinsurance program would pro- 
vide incentive to voluntary insurance to become more venturesome 
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and experimental. This may be true in solving some aspects of the 
general problem previously considered, espec li ally those hs aving to do 
with the nature of the hospital insurance risk. Insurance plans in 
areas with a p roportion: itely higher number of the age ed now inelt cible 

p irchase ins urance might. for instance, get some as istance n the 
early stages foe developing a program for the aged from such a 





. oo. ¢] ite 
national reinsurance fund. For others, and for the basic public 
% ne Se et ae ee eee: Sear Te 
pl ee ieee adeqi late payment 5 to pe made Tol 1OSspitai Care pro- 
vided to the indigent, it is difficult to see how a reinsurance corpora- 


tion under Government or private auspices would be of much help. 


Reinsurance suggests, indeed requires, that premiums paid into the 


reinsut ance fund will broadly, over the years, be sufhi ient to meet 
extraordinary losses sustained by the reinsuring organization. There- 
fore, it 1 fair to assume that venturesomene and expel mentation 


will proceed, with or without reinsurance, only as the needs of the 


nsured and their willingness and ability to pay ourages insurors 
to take risks for competitive advantage. 
The problem of insuring more people who are now ineligible is 


not one requiring reinsurance so much as reassurance to the i di 


vidual plan or insurance company willing to assume extraordinary 





s—reassurance that venturesomeness and experimentation under- 
taken by it in the public interest will not result in a price advantage 
cviven to its compet tors who may not be su larly motivated. In 
iddition, it should be faced frankly that we have no knowledge as 
to how a governmental reinsurance corporation would fit into our 
present program and that the term “reinsurance” may be interpreted 
broadly to mean many things. 

It is with this thought. our uncert ul Ly as to how : vovernmel tal 
reinsurance would fit into what we are now doing as the basis for 
our con ideration, that I would Ke tO propose an alternative course, 
For, if there is a rea onable chance that such cvovernme! tal relnsur- 
ance corporation cé uld, in the lo ry run, make an mportant contri- 


bution to public welfare, may th not be the t me to establi h the 
intentions of government in this re spect. In the meantime it could 
be acknowledged that much more kn wledge about a will 
be required before such a program can be properly established. Defi- 


nition of broad public policy at this time delineating as ‘nearly as 


possible the role government expects to play in assisting voluntary 


health insurance to meet the need would be a most important con- 
tribution toward strengthening of our entire voluntary system of 
medical care. 

Instead of assuming now that we know that premium income de 
rived from voluntary insurance would be sufficient to meet the needs 
o1 the pi roposed Federal Health Re nsurance C¢ rporation, let the func- 
tion of such a corporation for a defined period be to encourage experi- 
mentation within the States on the many complex health insurance 
problems which concern us. 

Let the Federal Government invite voluntary insurance organiza- 
tions to pay a small percentage of their premium income into this 
corporation. Let the board of directors of the reinsurance corpora- 
tion be drawn one-half from government and one-half from the par- 
ticipating insurance plans. Let them determine then the areas for 
eeperinents ition, for venturesomeness on the part of insurance or- 

ganizations in the various States. Payment of money would be 
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required from the Federal Government as well as the plans for this 
period, but this would be a small price to pay for the knowledge 
gained and techniques learned to meet health problems locally, the 
sound goal toward which all of our efforts are directed. 

For 20 years everyone concerned with the development of volun- 
tary health insurance in the United States has at some time observed 
how fortunate America is that it has 48 States, each of which might 
be a different laboratory to test various ways of meeting our health 
problems. Let this corporation then undertake various experiments 
in one or a dozen States through voluntary insurance organizations 
which would, for example, stimulate acceptance of local responsi- 
bility for the hospital needs of the aged. 

Let other voluntary insurance organizations in other States experi- 
ment in providing the important diagnostic aids through hospital out- 
patient de partments, ¢ ‘linics, or doctors’ offices. Experiments in the 
provision of such service have already been reported to this commit 
tee by representatives of medical ina consumer groups which provide 
such service throu; oh facilities ow ned by them and profession: al peop le 
hired by them. Yet this is not the only way that such service can be 
provided, and I am confident that other methods which would bring 
the same advantage to people and doctors treating them could be 
worked out locally which would be equally successful. 

Let others work on the problem of providing ‘ hospital care to per- 
sons in the defined categorie s of public assistance. 

Let others experiment in the matter of providing continuous cover- 
age for subscribers or policyholders during periods of unemployment. 
Let others experiment in the use of rehabilitation facilities and in 
public health education. 

Spend some of the money in all States educating the people, hospi- 
tal personnel and doctors in the waste and futility which results from 
abuse of health insurance dollars. Let others experiment in finding 
fair methods of payment to hospital and doctors. 

Let some voluntary insurance organizations experiment in the mat 
ter of extending coverage in the field of catastrophic medical insur 
ance. All of these represent important public problems. Some of 
them must be solved if we are to preserve the most important values 
in American medical care. Providing for contributions from insur- 
ors as well as from the Government and giving both a share in man- 
agement would limit waste in the experiments undertaken. 

Our general view is that a Government reinsurance corporation after 
several years of such testing and experimentation might prove to be 
a very important device. It could strengthen and preserve all of the 
best 1n our voluntary medical care program, yet help meet specific 
problems now facing the Nation. Still, it might not be needed at all 
and the statement of public policy should make this clear at time of 
adoption. 

Lack of sure knowledge as to the best way for Government to pro 
ceed in assisting voluntary insurance to meet the medical care cost 
problem of the people, suggests caution, but it need not stop the Nation 
from doing what is reasonable and safe. 

Almost everything that Blue Cross has done during the last 20 years 
was considered impractical and visionary at time of starting. This 
includes such things as full coverage for dependents, maternity cover- 
age, the service contract, reciprocity of enrollment and service benefits, 
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uniform coverage at uniform rates for employees of national employ- 
ers, and many other items. Failure was predicted for each of these 
items now considered standard practice. 

The experts have been wrong on almost every count. Our insur- 
ance company colleagues, who then were the only experts on the sub- 
ject, have now joined with Blue Cross in what amounts to almost a 
contest to see how many se srvices, or categories of peop le, pre ‘viously 
considered ini uppropriate or ineligible, may now be prudently consid- 
ered for inclusion in coverage. 

Experimentation, education, careful planning have been the basic 
consideration in Blue Cross progress. Rate of progress, while impor 
tant, has never been the controlling factor. Our partners, the mem 
ber hospitals of every Blue Cross plan, faced a serious problem and 
went forward with us as conditions permitted. 

On a national basis we now face equally serious problems. For one 
thing we can no longer, as voluntary insurance plans, hospits als and 
private doctors, only talk about the need for expanded insurance 
programs. We have seen the Federal Government pick up as its 
responsibility more and more unmet health needs. Government has 
a vital role to play in the solution of the medical care problems of the 
Nation. But sound policy suggests that it keep out of the health 
insurance business altogether and limit its provision of direct medical 
service as much as possible. The essence of what is best for the people 
was suggested long ago by a great American who said that “Gov 
ernment should not attempt to do what can be done by the people 
themselves.” 

The close balance of vovermental and private interests which per- 
sonal health service represents requires prudent, even cautious 
management. Thoughtful and patient consideration of the ways 
in which Government can assist voluntary health insurance will 
result in preserving the best of what we now have, yet make it 
possible for us to move forward broadly in the public interest. 

The Cuamman. That is a very fine and constructive statement 
which you have made, Mr. Van Steenwyk, and we are greatly appreci- 
ative of it. 

May I inquire whether members of the committee now present care 
to eXamine or question Mr. Van Steenwyk? If so, what will be your 
desire, in view of the fact that we have a call of the House? I would 
assume that the course to get the best results would be for us to recess 
long enought to answer the call of the House, and then return. 

Mr. Harris. Mr. Chairman, I do not know, but I would not be at 
all surprised that we will be faced with another rollcall immediately 
after this. 

(Discussion off the record.) 

The CuarrMan. We will adjourn at this time for a general rolleall 
of the House, and will then return. 

(Brief recess. ) 

The CHarrman. Gentlemen, the condition in the House, with a bill 
under discussion, is creating a bit of heat as well as length, and it 
would not be reasonable to expect Members to leave the floor and 
come back. However, because of the inconvenience it would be for 
Mr. Van Steenwyk to come back tomorrow, | will ask a few questions 
that are in my mind, and I understand it will be convenient for the 
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other witnesses representing the Blue Shield to come back tomorrow 
morning at 10 0’clock. Is that right? 

The Cierk. They are in the other room, sir. 

The CuarrMan. | am quite sure of that, because that message was 
brought to me. That will necessitate our calling Mrs. Hobby on 
Thursday instead of tomorrow, and I understand that will be agree- 
able to her. 

Mr. Van Stee ee oe statement you have made here seems to me 
to be about as ¢ ‘omplet Ss anyone could expect. I am not aware of how 
anything could be g: iad by any extensive questioning, in view of the 
fact that you h: ave been so frank in your statements and so objective in 
the suggestions that you have made. In fact, I find it difficult to ask 
questions that would not in a measure just go over the same ground 
that you have alre ady covered so well in your statement. 

I am particularly pleased that you have dealt with the question of 
reinsurance or, as you term it, reassurance. We had wanted some help 
along that line, and you certainly have made suggestions that can be 
very he Ip ful as we consider that question. 

As you know, there are 2 bills already that have come with the ap- 
proval of the Secretary of Health, Education, and Welfare, and I un- 
derstand there will be 1 or 2 more bills that will come before us in the 
very near future, within the next few days, I hope. At that time it will 
probably be necessary for us to have—I am speaking for the commit- 
tee—to have the benefit of judgments such as an individual with the 
experience you have had could give. 

Do you think any good purpose would be served by a se paration in 
the bill H. R. 6949, the background of which you are familiar with, if 
there were a division made at this time between the principle of rein- 
surance as it applies to medical attention and as it applies to hospital- 
ization or, say, long-term illnesses, rather than to have it apply gen- 
erally to all types? 

Mr. Van Strenwyk. Mr. Chairman, my approach to this problem 
is an inquiring approach r: ae than a certain approach. I think that 
there is a need for experimentation in a number of areas, as was indi- 
cated by my testimony, but I am not sure, really, as to how the rein- 
surance device should work out. It was for that reason that it seemed 
to me that if the Federal Government established as public policy its 
desire to find out answers to questions such as yours, I do not believe 
that anyone can give you the answer to your question at the present 
time. 

The Cuarmman. There are a great many questions involved that it 
is difficult to get definite answers to such as you would expect in the 
way of actuarial testimony, because we just have not had the ex- 
perience. 

Mr. Van Steenwyk. That is right. 

The Cuatrman. I am wondering if because of that there is not a 
good reason why there should be some kind of reinsurance so the com- 
panies would have a certain degree of assurance as they expanded or 
extended their coverage under their policies. I have rather been of 
the opinion, as I have heard the different ones testify, that it has been 
a fearful thing on their part to expand too far or too fast, because 
they do not have the experience that would enable them to fix properly 
the fees to be charged, the premiums, or the limitations that should be 
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made upon an expanding program; but if they had the backing of the 
Government on their subscribers so they would h: ave reason to believe 
that they would not run into a great loss, then you might be able to 
start on this road and get definite information that would be helpful 
In forn wulating a policy. But it is rather difficult, in my opinion, to 
get the information until you make atry. So the real problem is how 
to try it. 

Mr. VAN STEENWYK. That is the reason why I make the distin tion 
in my thought between financing a reinsurance corporation and financ- 
ing a corporation which might become a reinsurance corporation but 
the purpose of which now is to experiment with the problems which 
make up the public problem. 

think there are two areas here. There is the area of fir am ing a 
reinsurance ( rporation, and then there is an area of finan ing some 
kind of corporation which will determine whether a reinsurance 
corporation can do a useful job. 

There is no question in my mind that reinsurance is a useful in- 
surance tool. The question is how it can be applied in this very com- 
plex field now. Prudent and careful consideration are required. 

The CHAIRMAN. As you pointed out in your testimony, when the 


Blue Cross was first instituted, there was a great deal of opposition to 
it. A time ha fvone by, that opposition c is bee oradu illv disap 
pearing. At the same time, Blue Cross has gradually been expanding. 
bs namie cd am nei Pe eet Xperience t had eained in the preceding 
years. You might term it an experience of trial and error. © 

The thought that is in my mind is with everybody so well satisfied 
with Blue Cross, Blue Shield, and organi ization s of that kind, satisfied 
with the help that they are giving by way of assistance, public opinion 
upports our proceeding and expundis gf alon go the same lines. 

Che problem that the committe will have to consider, as I see it. 
is just how to expand or to get the experience that will enable organi- 


zations such as Blue Cross and Blue Shield to take hold and give to 
the people what it seems to me it is the general opinion they should 
have in this respect. 

I assume it will be one of those things we will have to give con 
sideration to, with the hope that we can find a method that wil | pr ‘O- 
duce results I am of the opinion that the hearings that were held 
in the fall and that have been held this session, because of the wide 
publicity that has been given to them, particularly because of the 
President’s hav ing made a special message, have awakened the people’s 
thought and their interest with respect to this whole question of health. 

I feel for that reason we can very properly hope and expect that 
something constructive will come out of it all which will give each 
of us pride in whatever part we may have had in the accomp lishment. 

I have no further questions. Iam sorry that the othe r members are 
not here, but I hope you understand their reason for oot being here. 

The committee will adjourn until 10 o’clock tomorrow morning. 
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(The following material was submitted for the record :) 


BLvE Cross COMMISSION OF THE AMERICAN HOSPITAL ASSOCIATION, 
CuiIcaco 11, Iu., February 17, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

DearR Mr. Wolverton: Thank you for your February 11 letter. Pursuant to 
your request for samples of certificates which are indicative of range of benefits 
offered by various Blue Cross plans, I am enclosing the following: 

1. Comprehensive certificates offered by the Wisconsin, New Jersey, Michigan, 
Indiana, Cleveland, and Cincinnati Blue Cross plans. 

2. More limited types of certificates offered by the Arkansas, Sioux City, Iowa, 
and Rockford, Ill., plans. As you will note in the 1953 Blue Cross Guide which 
was forwarded along with my February 8 letter, these plans do offer other types 
of certificates. 

3. Samples of deductible certificates offered by the Minnesota and Columbus, 
Ohio, plans. 

4. Nongroup certificates used by the Mississippi, Arizona, North Dakota, and 
Arkansas plans. Many plans who provide for nongroup enrollment usually offer 
their regular group certificate at a different rate. 

5. Certificates used by the Massachusetts and Rhode Island plans which pro- 
vide for specific dollar allowances on room, and service benefits for other hospital 
services. 

As mentioned in my February 8 letter, the 1954 guide will be forwarded to you 
as soon as it is available. 

Please let us know if there is anything else you may need. 

Sincerely yours, 
RicHarp M. Jones, Director. 


EXAMPLES OF COMPREHENSIVE CERTIFICATES 


ASSOCIATED HOSPITAL SERVICE, INc., MILWAUKEE, WIS. 


A nonprofit corporation organized under the laws of the State of Wisconsin 
Hosprrat Service Contract—120-Day Group CERTIFICATE 
I. DEFINITIONS 


1. “Affiliated hospital” means any hospital that is a party to either the Inter- 
Hospital Agency Contract or a Service Hospital Contract with AHS. 

2. “AHS” means Associated Hospital Service, Inc., a Wisconsin Corporation 
of Milwaukee, Wis. 

3. “Contract”? means the entire agreement by virtue of which the Subscriber 
and eligible Dependents, if any, become Participants, and includes this Certificate, 
the Subscriber’s application, and the identification card issued to the Subscriber, 
together with any supplements or endorsements to them. 

4. “Contract year” means the continuous twelve (12) month period commenc- 
ing on the Effective Date of the Contract and each succeeding twelve (12) month 
period thereafter. 

5. “Dependent” means the spouse (husband or wife) of the Subscriber and 
their unmarried children who are supported by and living with the Subscriber. 
Said children shall cease to be Dependents at the end of the calendar year in 
which they attain the age of nineteen (19) years. 

6. “Effective date’? means the date, as shown on the records of AHS, on which 
the Subscriber’s Contract becomes effective. 

7. “Hospital service’”—see Article IT. 

8. “Outpatient” means a Participant who is admitted to a hospital to receive 
Hospital Service but not as a bed patient. 

9. “Participant” means the Subscriber or any of his eligible Dependents. 

10. “Remitting agent” means any individual, partnership, association, or cor- 
poration which acts as agent for the Subscriber for the purpose of collecting 
and remitting the subscription fees and to perform such other agency duties 
and activities as may be necessary for the proper administration of the Contract. 

11. “Subscriber” means a person with whom AHS has entered into a Hospital 
Service Contract. 
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Il. HOSPITAL SERVICE AVAILABLE TO PARTICIPANTS 


Hospital service shall be available in accordance with the agreements and condi- 
tions of the contract, when consistent with the diagnosis and necessary for the 
treatment of the condition, disease, or ailment for which the Participant is 
admitted to a hospital as a registered patient. (See Limitations, Article III; 
Exclusions, Article IV) 


1. “Hospital service” shall mean and comprise the following services, to the 
extent that such services are customarily furnished and rendered by the hospital 
to which the Participant is admitted: 

(a) Bed and room accommodations (including nursery care) 

(b) Meals and dietary service 

(c) General nursing service 

(d) Operating room, or delivery room, and use of equipment 

(e) Anesthetic supplies and use of anesthetic equipment; and administration 
of the anesthetic if administered by an employee of the hospital 

(f) Surgical dressings and casts 

(7) Laboratory examinations 

(kh) Oxygen, helium and other gas therapy; and the use of gas therapy equip- 
ment 

(i) Electrocardiograms 

(j) Basal metabolism tests 

(k) Physical therapy 

(1) Intravenous solutions 

(m) Drugs and medications, provided by and used in the hospital, if listed in 
the most recent editions of the U. 8. Pharmacopoecia, National Formulary or the 
New and Non-Official Remedies, or included in supplemental listings of A. H. S. 

(n) X-ray examinations 

(o) X-ray and radium therapy for proven malignancies, except those of the 
skin 

2. Duration of hospital service: Such Hospital Service shall be available to 
each Participant admitted to the hospital on or after the Effective Date of the 
Contract for a maximum of one hundred twenty (120) days during any one 
Period of Disability, subject to the agreements and conditions of this Certificate 
(See Limitations—Article III-6.) Such Period of Disability shall be the total 
duration of all successive hospital confinements that are separated from each 
other by less than ninety (90) days. 


3. Types of hospitals and accommodations: Wh such Hospital Service i 





available to a Participant, it shall be provided, subject to the agreements and 
conditions of this Certificate and in accordance with the type of hospital and 
accommodations occupied, to the following extent: 


(a) In semi-private room accommodations of affiliated hospitals: If the Par- 


] ) 9 


ticipant occupies a Semi Private Room (regular 2, 3, or 4-bed he pital room) in 
any Affiliated Hospital, he shall be entitled to the aforesaid Hospital Service 

(b) In ward room accommodations of affiliated hospitals: If the Participant 
occupies a Ward Room (hospital room containing 5 or more beds) in any Affiliated 
Hospital, he shall be entitled to the aforesaid Hospital Service 

(c) In private room accommodations of affiliated hospitals: If the Partici 
pant occupies a private room in any Affiliated Hospital, he shall 
the aforesaid Hospital Service, but the allowance for bed and room aeccommoda 
tions, meals and dietary service shall be limited to the hospital's regular charges 
for an accommodation in one of its greatest number of two (2) bedrooms 

(qd) In outpatient accommodations of affiliated hospitals: If the Participant 
is an Outpatient in an Affiliated Hospital, he shall be entitled to the aforesaid 
Hospital Service. (See Limitations—Article ITI-2.) 

(e) In any accommodations of nonaffiliated hospitals: If the Participant is 
admitted to a hospital that is not an Affiliated Hospital of AHS, and if said 
hospital is properly qualified and acceptable to AHS, AHS will pay either to such 
hospital for the account of the Participant or to the Subseriber upon satisfactory 
evidence that the hospital bill has been paid in full, an allowance toward incurred 
regular hospital charges, determined on the following basis 

(1) If the Participant occupies any type of room accommodation in such a 
nonaffiliated hospital, he shall be entitled to an allowance for bed and room 
accommodations, meals and dietary service, and general nursing service limited 
to the hospital’s regular charges for a standard Semi-Private or Ward Room 
accommodation, up to but not exceeding $7.50 per day An additional allowance, 


be entitled to 
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not to exceed $100.00, shall be available to the Participant toward the regular 
hospital charges for other Hospital Services; or, 

2) If the Participant is an Outpatient in such a nonaffiliated hospital, he 
shall be entitled to the aforesaid Hospital Service, but the allowance therefor 
shall be limited to the regular hospital charges for such Hospital Service, up to 
but not exceeding $100.00. (See Limitations—Article I1I-2.) 

Provided, however, if the Participant is admitted to a hospital that is not an 
Affiliated Hospital of AHS, and if such hospital has a Service Benefit Agreement 
with another approved Blue Cross Hospital Service Plan, and if there is then in 
effect a reciprocal agreement between AHS and such other Blue Cross Hospital 
Service Plan, the Participant shall be entitled to the service benefits provided for 
the Participants of such other Blue Cross Hospital Service Plan, or the Hospital 
Service described in Subparagraph (1) or (2) of this Paragraph e., whichever 
is greater, for such periods of hospitalization as are provided for in this 
Certificate. 

Ill. LIMITATIONS 


Hospital Service of this Contract is limited in the following cases to the extent 
specified : 

1. For obstetrical cases: Hospital Service for obstetrical cases shall be limited 
as follows: 

(a) Hospital Service for obstetrical cases, including the new-born child, shall 
be available only if the mother has been a Participant under this Special Group 
Contract for the nine (9) consecutive months immediately preceding admission 
to the hospital for obstetrical services. 

Provided, however, that during the first nine (9) months that a family type 
Special Group Contract is in effect, the Subscriber or spouse (and new-born 
child) may be entitled to Hospital Service for an obstetrical case, under the 
following condition: 

(1) If either the Subscriber or spouse had been a Subscriber under this and 
any other family type AHS Contract during the nine (9) consecutive months 
immediately preceding admission to the hospital and if said other AHS Contract 
provided Hospital Service for obstetrical cases, then the Subscriber or spouse 
(and new-born child) shall be entitled to the Hospital Service for obstetrical 
cases provided by the family type AHS Contract that was in effect for the 
greatest number of said nine (9) consecutive months. 

2. For outpatient cases 

Hospital Service for Outpatient cases shall be limited to the following; 

a. Hospital Service for first aid accident emergency care, provided the Partici- 
pant is admitted to a hospital within 24 hours from the time of the accident, 

b. Hospital Service for Outpatient surgical procedures. 

c. X-Ray and Radium Therapy for proven malignances, except those of the 
skin. 

3. For the removal of tonsils and adenoids: Hospital Service for the removal 
of tonsils and adenoids shall be available to a Participant only after he has been 
a Participant under this Contract, or this and any other AHS Contract, for the 
nine (9) consecutive months immediately preceding admission to the hospital. 

4, For preexisting conditions: Hospital Service for any condition, disease or 
ailment which existed on the Effective Date of the Contract, or for which medical 
or surgical treatment or advice has been rendered within one (1) year prior to 
such Effective Date, shall be available to a Participant only after he has been a 
Participant under this Contract, or this and any other AHS Contract, for the 
nine (9) consecutive months immediately preceding admission to the hospital. 

5. For dependents: 

(a) Dependents of a Subscriber shall not be entitled to Hospital Service un- 
less the Subscriber’s application for a family type Contract has been accepted 
and he is paying the subscription fees therefor. 

(b) Participants whose cease to be Dependents will not be entitled to Hospital 
Service beginning on the first day of the month following termination of their 
status as Dependents. 

6. For sanitarium care, etc.: Hospital Service for care of nervous and mental 
conditions, or for care in sanitaria, shall be limited to a maximum of 30 days 
during any one Period of Disability. Such Period of Disability shall be the total 
duration of all successive hospital or sanitaria confinements that are separated 
from each other by less than one hundred eighty (180) days. 
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IV. EXCLUSIONS 


Hospital service of this contract shall not include: 

1. Services of the attending physician and surgeon or private nurses and 
their board. 

2. Any hospital services, if the participant is admitted solely for X-ray or 
laboratory examinations, other tests, physical therapy or diagnostic purposes. 

8. Blood and blood plasma. 

4. Care which is furnished to the participant under the laws of the United 
States of America or any State or political subdivision thereof. 

5. Care within any facility of, or provided by, the United States Veterans’ 
Administration. 

6. Any condition, disease, ailment, or accidental injury, eligible for coverage 
under a workmen’s compensation act or any employer liability law. 


V. GENERAL CONDITIONS 


The general conditions under which Hospital Service shall be rendered, in 
accordance with the agreements and conditions of this Contract, are as follows: 

1. Hospital Service shall be rendered only upon the recommendation and 
while under the care and treatment of a physician and surgeon who is legally 
qualified and acceptable for practice in the hospital selected. Nothing herein 
contained shall interfere with the professional relationship between the Partici- 
pant and his physician and surgeon. 

2. Both the Participant and the attending physician and surgeon agree to 
conform to the rules and regulations of the hospital in which the Participant is 
a patient, including those rules governing admissions and types and scopes of 
service furnished by said hospital. 

3. The subscriber’s identification card shall be presented to the hospital, or 
the fact of participation made known, when the Participant applies for hospital 
service. 

4. If the Participant fails to comply with the provisions of General Conditions 
Article V—3, then written notice of admission of a Participant to a hospital shall 
be given AHS within thirty (30) days after such admission. Failure to give such 
notice shall not invalidate or diminish any claim if it shall be shown not to have 
been reasonably possible to give such notice, and that notice was given 
as was reasonably possible. 


as soon 


5. Affirmative proof of the hospital charges incurred by a Participant in a non- 
affiliated hospital must be furnished to AHS at its office in Milwaukee, Wisconsi 
within ninety (90) days after the Participant's discharge fron » ho tal or 
termination of the Period of Disability, whichever shall firs ; { 
of Hosnital Sedvice Article II-2.) 


6. If the Participant should remain in a hospital after advice is received from 


the attending physician and surgeon that further hospitalization is unnecessary, 
whether or not the stipulated days of hospitalizat 
the Subscriber shall be solely responsible to the hospital for all cl 


ion shall have been rendered, 
harges incurred 
after he has been so advised. 
7. Each Participant expressly consents to, authorizes and d 
and surgeon, consultant, hospital, or other person by w ) 
medical or surgical treatment or advice is being, shall be or shall have been 
rendered, to furnish and make available to AHS all such medical and surgical 
reports, records, and other information, or copies thereof, as AMS may request, 
VI. RENEWAL AND SUBSCRIPTION FEES 


1. The Contract shall be in force for one month from its Effective Date, 
shown on the records of AHS, and may be renewed automatically each month 
thereafter at the election of AHS. It is agreed that any advance payments of s 
scription fees for periods of more than one month are made solely for the benefit 
and convenience of the Subscriber and that they shall in no way change or alter 
the renewal or termination provisions of the Contract. 

2. The subscription fees shall be due and payable on or before the 20th of the 
month preceding the renewal period, unless some other date is specified in writing 
by AHS. 

3. The responsibility for payment of subscription fees rests solely 
Subscriber. 
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Vil. TERMINATION AND CONTINUATION 


1. If the subscription fees are not received by AHS within ten (10) days afte 
the same became due, as aforesaid, at the election of AHS, all rights under the 
Contract shall be forfeited, and the Contract forthwith and without notice shali 
become null and void. 

2. When a Subscriber ceases to be employed by the Remitting Agent, it is 
understood and agreed that his Contract shall become null and void as of the last 
day of the month in which said employment terminates. 

(a) If such Subscriber becomes employed where an AHS group exists, he may 
coutinue his membership under the agreements and conditions of the Contract in 
effect in such group, provided the subscription fees for such Contract are paid 
by such new Remitting Agent without lapse; or, 

(6) If such Subscriber wishes to continue his membership by making his pay 
ments directly to AHIS, he may do so subject to the agreements, conditions, and 
subscription fees of the Conversion Contract then being issued, provided his 
membership is continous and the subscription fees are paid without lapse 


VIII. MISCELLANEOUS PROVISIONS 


1. Any notice given hereunder shall be sufficient if given to the Subscriber 
by AHS, or if mailed by AHS to the last known address of either the Subscriber 
or his Remitting Agent, if any, as such addresses appear on the records of AHS. 

2. No person other than the Subscriber or his Dependents, as recorded in the 
office of AHS, is entitled to Hospital Service under the Contract. It is not 
assignable or transferable in any manner, and shall be forfeited if the Sub 
scriber assigns, transfers or aids, or attempts to assign, transfer or aid, any 
other person in obtaining Hospital Service under it. No Participant shall be 
eligible for benefits under more than one AHS Contract. 

3. This Certificate, the Subscriber's application and identification card, to- 
gether with any supplements or endorsements to them, constitute the Contract 
between the Subscriber and AHS. There are no other conditions, promises, rep 
resentations, or inducements in addition to, or at variance with, any of the 
terms hereof, which represent the full and clear understanding of the Subscriber 

nd of AHS 

4. The Contract is executed by AHS as the agent of the Participating Hos 
pitals and as a contractor with the Service Hospitals, here referred to as Affili 
ated Hospitals, in accordance with the terms of the Inter-Hospital Agency Con 
tracts between AHS and the Participating Hospitals, and the contracts between 

\HS and the Service Hospitals, which are on file in the office of AHS. Nothing 
herein contained shall confer upon a Participant any claim, right, demand, or 
cause of action, either at law or in equity, against AHS or in, or against the funds 
or property of AHS. The rights, if any, of the Participant hereunder shall run 
solely against the hospital chosen by the Participant 

5. Nothing in the Contract shall have the effect of imposing upon the Partici- 
pating Hospital or Service Hospitals any obligation or any liability for any act, 
omission, or default of any other hospital 








WAIVER OF WAITING PERIODS 


The waiting period limitations for tonsils, and denoids and preexisting con 
ditions, specified in Article III, Sections 3 and 4, of this Certificate, are hereb) 
waived for those Participants eligible for Hospital Service under the AHS 120 | 
Day Group Contracts having the Effective date and Group Number shown below. 
All other terms and conditions of your AHS 120 Day Group Contract remain 
unchanged, except as above stated 





ASSOCIATED HOSPITAL SERVICE, INC. 


HosprITraL Service PLAN OF NEW JERSEY 


SUBSCRIPTION CONTRACT 


This Subscription Contract, Comprising Four Pages and the Endorsements 
Hereon and Attached Papers, if any, Constitutes the Contract between the under- 
signed Plan, a non-profit corporation, herein also termed the Plan, and the 
Subscriber, and Contains the Entire Contract for Services, and Provides for 
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Kligible Hospital Services to be Rendered an Eligible Person in an Approved 
Hospital on the Basis and to the Extent as Defined and Limited Herein 

Conditioned upon compliance with the contract terms, this Contract shall be 
automatically renewed from Contract Year to Contract Year unless at least 
one month’s written notice of termination shall have been given by either the 
Subscriber or the Plan prior to expiry of a Contract Year, or unless this Contract 
shall have otherwise terminated as herein provided. 

No liability shall attach to the Plan if hospital services eligible for payment 
hereunder are not or can not be obtained or rendered; but the Plan, in such 
event, upon Subscriber’s written request, will make pro rata refund of any then 
prepaid Contract Rate and thereupon this Contract shall terminate 

Hospital services eligible for payment hereunder are personal and not 
assignable. 

Contract type (see * below) is identified as either: 
vible Person: 


igible children, if 





[S|] for Single Coutract means only the Subscriber included 
or [PC] for Family Contract means only sole parent and ¢ 
any, included as Eligible Persons; or 

{HW | for Family Contract means only husband and wife included as Eligible 
Persons; or [F] for Family Contract means husband, wife, eligible children, if 
any, included as Eligible Persons. 


a 
l 
“i 


Contract rate: 

(1) If payment is made through a Remitting Agent for the Subscriber as part 
of an Eligible Group, the Monthly Contract Rate for the respective Contract is: 
[S] $2.10, [PC] $3.50, [HW] $5.32, [F'] $5.44 Quurter-Annual Contract Rate is 
three times the Monthly Contract Rate; Semi-Annual Contract Rate is six times 
the Monthly Contract Rate; Annual Contract Rate is twelve times the Monthly 
Contract Rate. 

(2) If payment is not, or is no longer, made through a Remitting Agent for the 
Subscriber as part of an Eligible Group, then, commencing with the first or 
next Contract Rate payment, the Non-Group Quarter-Annual Contract Rate f 
the respective Contract is as follows: [S] $8.10, [PC] $11.85, [HW] $17.10, [F} 
$18.30. Semi-Annual Contract Rate is twice the Quarter-Annual Contract 
Rate; Annual Contract Rate is four times the Quarter-Annual Contract Rate 

(3) The Contract Rate specified herein, calculated from the Effective Date 
(shown below), is payable in advance for each payment period 

Maternity hospital services are not eligible for plan payment except under 
family contract [F | as specified and limited in section VI. 

Eligible Persons enrolled on basis of nongroup application are not part of an 
Eligible Group on effective date of this Contract (see Section IT) 

Hospirat Service PLAN oF New JERSEY 
(New Jersey Blue Cross Plan) 
By H. THeopore Sore, President 
Attest 
Joun S THOMPSON, SeCTeOTAT 


SECTION I. DESIGNATIONS 


(1) SUBSCRIBER is the Eligible Person designated as Subscriber on Page 
One 

(2) Dependents are Eligible Persons, if any, other than Subscriber, but limited 
to wife (husband), and unmarried children from date of birth or legal adoptior 
and stepchildren of Subscriber, who have not attained age 19 years, and are 
actual members of the immediate household of the Subscribe 

(3) Eligible person is the Subscriber and any dependent included under this 
Contract, and is such only from the date of inclusion hereunder and until such 
inclusion terminates. 

(4) Contract year is the period of twelve months commencing on the Effective 
Date and each twelve-month period thereafter for which this Contract remains 
in foree. Such Contract Year expires on the same date for all 
included hereunder 

(5) Approved hospital is any hospital which is eligible, under the laws of New 
Jersey governing Hospital Service Corporations, for rendering eligible hospital 
services hereunder, and which is either: 





Persons 
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(a) A Contracting Hospital, meaning a hospital under written agreement with 
the Plan for rendering such services, or 

(¥) An Inter-Plan Hospital, meaning a hospital not in New Jersey, which is an 
eligible participant in accordance with agreement of the Plan under the Blue 
Cross Inter-Plan Service Benefit Bank, or 

(c) A Non-Contracting Hospital, meaning a hospital not under written agree- 
ment with the Plan for rendering such services, and not included under sub- 
paragraph (b) hereof 

(6) A day of eligible hospital care as computed and limited in this Contract 
is: 

(a) Each midnight hospital bed occupancy in the hospital under registration 
as an in-patient, or 

(6) Each hospital bed occupancy in the hospital where admission and discharge 
occur on same day under registration as an in-patient, or 
ach day on which eligible hospital service in the hospital is rendered 








under registration as an out-patient and not as an in-patient. 
(7) Remitting agent is the individual, firm, corporation or organization remit- 
ting payment of Contract Rate hereunder to the Plan for the Subscriber, and is 


to be acceptable to the Plan, but is not to be considered the agent or employee 
of the Plan. 


SECTION II, BASIS OF ENROLLMENT 


f 


f persons enrolled by the Plan on an employed 
and for whom payment of Contract Rate is made through a Remit- 


ible Group consists o 





2) An Eligible Person who is not accepted by the Plan as part of an Eligible 
Group is enrolled subject to the representations in the Nongroup application of 
which an exact copy is attached hereto and made part hereof. 


Ss iON ILI. DISC INUANCE OF CONTRACT RATE PAYMENT THROUGH 


Payment of Contract Rate though a Remitting Agent for the Subscriber as 
part of an Eligible Group will no longer be accepted by the Plan and, com- 
mencing with the next Contract Rate payment thereafter, payment shall be 
made directly to the Plan for remainder of the Contract Year at the Non-Group 
Contract Rate if: (a) Subscriber is no longer a bona fide member of the employed 
group constituting the Eligible Group; or (b) the initial minimum percentage 
basis on which such ¢ ployed group was enrolled is not maintained. 





SECTION IV. ELIGIBLE HOSPITAL SERVICES 


(1) Hospital services, as limited in this Contract, are eligible for Plan payment 


only when rendered an Eligible Person in an Approved Hospital, upon one or 
nore bona fide new hospital admissions which occur in a Contract Year, in connec- 
tion and consistent wit] ctual prescribed treatment of the eligible diagnosed 
condit n by a physician fully licensed to practice n edicine and surgery (except 

h hospital ser es also shall be eligible if rendered in cases of accidental 


injury in connection with services of a duly licensed dentist) and only if such 


b) As an out-patient (but not while an in-patient in the hospital): (1) for 
accidental injury, or (11) for operative surgery of a cutting nature (but not 
for non-surgical conditions and not, for example, injections in non-accidental 
injuries). 

(2) Hospital services, when eligible, are limited to the following: 

1) Hospital accommodation (bed and board, meals and dietary service) ; 
general nursing service (not private nurses or their board) ; 

(b) Use of all types of laboratory, x-ray, fluoroscopic, endoscopic, electro- 
eardiographic, physiotherapy, hydrotherapy, anesthesia, oxygen tent, intravenous 
and other facilities and equipment owned or rented by the hospital and not 
specifically excluded in this Contract ; 

(c) Use of operating, endoscopic, cystoscopic, accident, delivery, recovery, 
eircumcision and all other hospital rooms and their respective equipment; 

(d) Gastro-enterological, Chest, Gall Bladder and other x-rays but only to 
extent that the x-ray is of an area for the primary treatment of which the 
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Eligible Person shall have been admitted to the hospital under registration as 
either an in-patient or an out-patient ; 

(e) Therapeutic solutions, basal metabolism tests, all types of anesthesia sup- 
plies, oxygen, serums, dressings, bandages and plaster casts, and all drugs, 
medicines and medications customarily supplied by the hospital or which, at 
the time prescribed, are in commercial production and commercially available to 
the hospital and have been listed or accepted for listing by any one of the 
following publications: “United States Pharmacopeia”’, “Homeopathic Pharma- 
copeia of the United States”, “National Formulary” and “New and Non-Official 
Remedies” 

(3) Hospital services also include the services rendered the Eligible Person 
by a voluntary or paid employee of, or interne or other physician in training in, 
the hospital, or by a contractcr with the hospital for rendering eligible hospital 
services. 

(4) No surcharges, deluxe charges, registration, admission, or discharge fees, 
or like extras are chargeable to the Eligible Person by a Contracting Hospital 
except as specifically provided in this Contract. 


SECTION V. SERVICES NOT ELIGIBLI 
The Plan shall not be liable, nor is Plan payment eligible: 

(1) For hospital services rendered elsewhere than in an Approved Hospital; 

(2) For hospital services rendered, or for any hospital admission which occurs, 
prior to the date on which the patient becomes an Eligible Person ; 

(8) For hospital services rendered for or in connectio th hospitalization 
primarily for: bed rest, rest cure, convalescent, custodial or sanatorium care, 
occupational or rehabilitation therapy; diagnostic studies while under registra- 
tion as either an in-patient or an out-patient in the hospital (for example, but not 
limited to X-ray or laboratory examinations) ; 

(4) For any sickness, disease, or injury occurring during military service, 
or for which hospital services are in whole or in part compensable under any 
State or Federal or Foreign country workmen’s compensation law or occupational 





disease law or unemployment or temporary disability benefit or compensation law, 
or similar legislation; nor for hospitalization provided under the laws of the 
United States of America or of any State or Foreign country or of any political 
subdivision of any of them; 

(5) For such services as telephone charges, take-home supplies, guest meals 
and accommodations, services and facilities for ceremonial or religik 
rendered or utilized additional to hospital services, and the like, provided the 
hospital customarily collects from the general public a charge for same additional 
to the room rate; 

(6) For: ambulance service; blood and blood extender and plasma; tests for 
pregnancy ; radium, radiation, radio-a 
other than those as defined and limited in this Contract; 


(7) For services of physicians, whether or not salaried (other than interne 








Ss purposes 





ive isotopes or x-ray therapy; or services 


or other physician ruining in the hospital) for rendering medical care or 
personally administering anesthesia; for services of technicians not directly or 
indirectly employed or contracted for by the pi 


S$) For hospital services, otherwi 











ise eligible hereunder, to the extent thereof 
that payment or reimbursement therefor is eligible under any other hospital 
service plan and/or medical and/or surgical service plan, other than under this 
Contract; 

(9) For hospital services rendered prior to the day preceding the day of actual 
cutting operation and/or actual medical treatment for the eligible diagnosed 
condition for which admitted to the hospital ; 

(10) For hospital ervices for iny period bevond the day that such ervices 
are necessary in the hospital for the eligible diagnosed condition in the ju 
ment of the attending physician; 

(11) For any charges incurred as an in-patient during full or part days of 
absence of patient from hospital premises ; 

(12) For hospital services rendered after an Eligible Person has already 
utilized the number of days eligible for Plan payment; 

(13) For hospital services for or resulting from or incident to any disease, 
injury, or condition which has had its cause or beginning or inception prior to 
the date of the non-group application, if the Eligible Person has not been accepted 
by the Plan as part of an Eligible Group. 
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SECTION VI. MATERNITY HOSPITAL SERVICES WHEN AND EXTENT ELIGIBLE 


(1) Maternity hospital services are not eligible for Plan payment except 

under Family Contract [F], and then only as specified and limited herein. 
2) Eligible hospital services rendered, while such Family Contract [F] is in 
force, to an Eligible Person incident to pregnancy or childbirth, or for any dis- 
ease or injuries or conditions incident thereto (including any coincidental eligible 
services in the hospital for the newborn child or children during the initial joint 
eligible hospital stay with the Eligible Person), herein also termed Maternity 
Hospital Services, shall be eligible for Plan payment only: 

(a) If the hospital admission therefor occurs and such hospital services are 
rendered following at least 240 days continuous joint inclusion of both wife and 
husband under Family Contract [|F] if enrolled as part of an Eligible Group, or 
following at least 270 days continuous joint inclusion under such Family Contract 
[F] if not enrolled as part of an Eligible Group: or earlier if full term birth in 
the particular case would have occurred after such respective continuous joint 
inclusion under the Family Contract [IF], and 

(b) If both wife and husband continue to be thus jointly included under such 
Family Contract [F] at time such eligible hospital services are rendered, or such 
jointly enrolled husband dies during such wife’s pregnancy, and she continues 
under such Family Contract [F], and 

(c) For not more than up to a total of 7 full benefit days (or for not more 
than up to a total of 9 full benefit days in a case involving major operative 
surgery of a cutting nature incident to the pregnancy) for a Contract Year but 
only as part of, and not in addition to, any otherwise eligible days under this 
Contract 

(3) Maternity hospital services incident to or resulting from pregnancy of 
any dependent child are not eligible for Plan payment. 


{ 


SECTION VII. HOSPITAL SERVICES IN A CONTRACTING HOSPITAL 


Plan payment for eligible full benefit days hereunder of eligible hospital serv- 
ices rendered an Eligible Person under registration as an in-patient or as an 
out-patient in a Contracting Hospital, other than a governmental hospital, shall 

except as otherwise provided in this Contract) constitute payment in full. Plan 
payment for eligible part benefit days hereunder of eligible hospital services in 
such hospital shall be up to $5.00 per day toward the hospital’s regular charges, 
and the Plan shall not be liable for any balance. 


SECTION VIII. HOSPITAL SERVICES IN AN INTER-PLAN HOSPITAL 


Plan payment for eligible full benefit days hereunder of hospital services ren 
dered an Eligible Person as an in-patient in an Inter-Plan Hospital shall be only 
to the extent that such services shall be eligible in such hospital in accordance 
with agreement of this Plan under the Blue Cross Inter-Plan Service Benefit 
Bank, and the Plan shall not be liable for any balance 

Plan payment for eligible part benefit days hereunder of eligible hospital 
services in such hospital shall be up to $5.00 per day toward the hospital's 
regular charges, and the Plan shall be liable for any balance. 

Plan payment for eligible hospital services rendered an Eligible Person as an 
out-patient shall be up to $15.00 per day toward the hospital’s regular charges for 
eligible full benefit days hereunder and up to $5.00 per day for eligible part benefit 
days hereunder, and the Plan shall not be liable for any balance. 

In event said agreement with the Blue Cross Inter-Plan Service Benefit Bank 
is terminated, then Plan payment to hospitals affected thereby shall be on the 
basis us set forth in Section X hereof 


SECTION IX. HOSPITAL SERVICES IN GOVERNMENTAL HOSPITALS 


Plan payment for eligible hospital services rendered an Eligible Person under 
registration as an in-patient or as an out-patient in hospitals directly or in- 
directly operated by any governmental body, subdivision or agency, shall be 
eligible only up to a total of 20 full benefit days for a Contract Year, but only as 
part of, and not in addition to, any otherwise eligible full benefit days under this 
Contract. If such hospital is a Contracting Hospital, Plan payment shall con- 
stitute payment in full for such eligible full benefit days. If such hospital is a 
Non-Contracting Hospital, Plan payment for such eligible full benefit days shall 
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be only up to the average amount per day actually being collected by such hospi 
tal from all patients, and the Plan shall not be liable for any balance 


SECTION X. HOSPITAL SERVICES IN A NON-CONTRACTING HOSPITAI 


Plan payment for eligible hospital services rendered an Eligible Person under 
registration as an in-patient or as an out-patient in a Non-Contracting Hospital, 
other than a governmental hospital, shall be up to $15.00 per day toward the 
hospital’s regular charges for eligible full benefit days hereunder, and up to 
$5.00 per day toward the hospital's regular charges for eligible part benefit days 
hereunder, and the Plan shall not be liable for any balance. 


SECTION XI BASIS AND EXTENT OF PLAN PAYMENT 


(1) Plan payment is eligible only up to the following respective number of days 
for a Contract Year for each Eligible Person : 

(a) Except as further limited in this Contract, up to a total of 120 full benefit 
days and 245 part benefit days ; 

(b) Up to a total of 20 days, but only as part of, and not in addition to, any 
otherwise eligible days under this Contract for one or more of the following, or 
residuals therefrom : mental conditions, nervous conditions, alcoholism, tubercular 
conditions, poliomyelitis, contagious diseases ; 

(c) Up to a total of 3 days, but only as part of, and not in addition to, any 
otherwise eligible days under this Contract, for eligible services rendered an 
Eligible Person under registration as an out-patient in the hospital for any one 
accident or condition. 

(2) Plan payment is eligible only up to a total of 20 days for a Contract Year 
for an Eligible Person who, at time of hospital admission, has attained age 70 
years. 

(8) Eligible hospital services rendered an Eligible Person on a_ hospital 
admission occurring in a Contract Year and continuing without interruption 
into the following Contract Year shall be eligible for Plan payment for not 
exceeding the then unutilized number of days eligible for the Contract Year in 
which the hospital admission occurred. 

(4) The number of days eligible for a Contract Year are not cumulative in 
computing the number of days eligible for any subsequent Contract Year. 

(5) Suecessive or recurring periods of hospitalization under registration as an 
inpatient while the Contract is in force shall, except for totally unrelated con- 
ditions, be deemed to be continuous and to constitute a single period of hospi- 
talization to extent of number of days in hospital if admission to the same or to 
any other Approved Hospital occurs within 90 days following date of previous 
discharge. 


SECTION XII. WHEN PLAN PAYMENT MAY NOT BE IN FULI 


Plan payment for eligible hospital services, as limited in this Contract, may 
constitute only part payment of the hospital bill (and the Plan shall not be 
liable for any excess which may be chargeable to the Eligible Person) : 

(1) If the Eligible Person utilizes eligible part benefit days, or utilizes any 
days or services not eligible for Plan payment ; 

(2) If the Eligible Person (other than at the instance of the hospital) selects 
and utilizes a private accommodation of one bed per room in a Contracting 
Iiospital; but in such case the only additional amount, if any, chargeable by 
the hospital to the Eligible Person for eligible days for all the eligible hospital 
services shall be not more than the difference between the regular established 
room rate of such private accommodation and the highest regular established 
nonprivate room rate in such hospital, and the Plan shall not be liable therefor ; 

(3) If the Eligible Person utilizes hospital services in a Governmental Hospi 
tal or in an Inter-Plan Hospital or in a Non-Contracting Hospital, as such 
hospitals are respectively defined and limited in this Contract. 


SECTION XIII. GENERAL 


(1) Hospital services eligible for Plan payment are subject to the general 
administrative limitations, rules and regulations of the hospital selected, none 
of which, however, shall be deemed in anywise to modify this Contract or to 
increase Plan liability hereunder. 
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(2) Each person receiving hospital services hereunder consents that the 
diagnosis of the attending physician and the history of the illness and treatment 
may be furnished by the hospital or physician to the Plan for its statistical, 
actuarial and other legitimate purposes. Any such information in possession 
of the Plan shall be available to the person designated by the Subscriber upon 
written request of the Subscriber and upon the written consent of the attending 
physician 

(8) The Subscriber may, by notifying the Plan in writing at least 60 days 
prior to expiration of the Contract Year during which change in family status 
occurs, apply for a Contract based on such change in status, effective, if ap- 
proved, commencing with the following Contract Year, except that any change 
occasioned by death shall become effective after expiration of the Contract month 
in which death occurred 

(4) Inclusion of any eligible dependent child under this Contract automati- 
cally terminates at expiration of the Contract month in which such child shall 
have attained age 19 years, or shall have married at a prior age, without further 
obligation on part of the Plan to offer separate enrollment opportunity. 

(5) A grace period of 31 days is allowed the Subscriber for making any pay- 
ment becoming due under this Contract. If there is default in making such 
payment, the subsequent acceptance of payment by the Plan shall reinstate this 
Contract. Such reinstatement shall be effective immediately as to eligible hos- 
pital services for any injury thereafter occurring, otherwise eligible hereunder, 
but shall apply only to such sickness, otherwise eligible hereunder, as may be 
first manifested more than 10 days after date of such acceptance by the Plan. 

(6) If the Plan does not receive the Contract Rate within the grace period 
of 31 days allowed the Subscriber for making such payment, this Contract shall 
automatically terminate as of the end of the payment period for which payment 
of Contract Rate has been made, and the persons included hereunder shall not 
be entitled to have payment made for any hospital services thereafter rendered 
except as otherwise expressly provided in this Section. 

7) Additional to any other method of termination hereunder, the Subscriber 
or the Plan may terminate this Contract at the expiration of a Contract Year 
upon at least one month’s prior written notice of termination 

(8) The Plan's right to terminate this Contract shall not be limited by any 
mental or physical condition, sickness or injury of an Eligible Person at time 
of termination or notice of termination, but such termination shall not apply to 
eligible hospital services, if any, which an Eligible Person may be receiving 
hereunder in connection with a hospital admission which occurred prior to the 
time of such termination 

(9) If Plan payment is obtained by or for any person who is not entitled 
thereto, the Plan shall have the right to recover such payment. 

(10) Payment by the Plan for eligible hospital services shall, except as may 
otherwise be expressly provided in this Contract, be made directly to the Approved 
Hospital following the Plan’s approval of such claim, upon acceptable proof of 
the rendition of such services 

(11) Indemnity in the form of cash will not be paid (except as may other- 
wise be expressly provided in this Contract) to the Subscriber except in reim- 
bursement for payments made by the Subscriber to an Approved Hospital and 
for which the Plan was liable under this Contract at the time of such pay- 
ment and has not already paid. If the the Subscriber entitled to such reim- 
bursement is no longer living or is a minor, such reimbursement (and refund of 
prepaid part of Contract Rate, if any) may be made to such person as may, in 
the Plan's sole discretion, be deemed entitled thereto, and the liability of the 
Plan shall be thereby discharged to the extent of such payment. 

(12) Refund of prepaid Contract Rate shall be eligible upon written request 
received by the Plan at least 10 days prior to commencement of a Contract month 
for which such prepayment has been made. 

(13) No statement by the Subscriber in the Application for this Contract shall 
avoid this Contract or be used in any legal proceeding unless such Application 
or an exact copy thereof has been included herein or attached hereto, and no 
agent or representative of the Plan, other than the President or a Vice President, 
is authorized to change this Contract or waive any of its provisions. 

(14) A Dependent shall be deemed excluded hereunder if the Contract Rate 
actually paid is less than would have been payable if such Dependent had been 
included. 
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(15) No action shall be maintainable against the Plan for any claim unless 
brought within 12 months from the date when the cause of action accrued. 

(16) In no case shall any Remitting Agent, hospital, or physician be deemed 
the agent or employee of the Plan. 

(17) No liability shall be imposed upon the Plan other than for payment as 
provided hereunder ; nor shall the Plan be liable under more than one Plan Sub 
scription Contract in event of enrollment of the same person under two or more 
Subscription Contracts of the Plan, but the Plan, in such event, shall refund the 
Contract Rate paid for any such superfluous Contract. 

(18) Any notice to the Subscriber or to any Dependent included hereunder 
shall be deemed sufficient if delivered to the Subscriber or if sent by mail to or 
in care of the Subscriber at the Subscriber’s address as shown at the time on the 
Plan records. 

(19) The Plan is operated for the benefit of its Subscribers. Such persons 
shall be entitled to have such additional benefits, if any, as may be determined 
from time to time by the Board of Trustees with respect to this Contract. 

(20) This Contract shall be deemed made in and shall be construed according 
to the laws of the State of New Jersey. 





BLUE Cross—MICHIGAN HosprIraL SERVICE 
COMPREHENSIVE HOSPITAL CARE CERTIFICATE 


This Certificate is issued to the subscriber named in an application received 
and accepted by Michigan Hospital Service, a Michigan nonprofit hospital service 
corporation, having its principal place of business in the City of Detroit, Mich 
igan, herein called the “Service Association,” as agent for certain qualified 
hospitals, herein called “participating hospitals.’ 

The terms and conditions appearing on the reverse side hereof are part of 
this certificate. 

IN WITNESS WHEREOF Michigan Hospital Service has caused this certificate to 
be executed by a duly authorized officer. 

MICHIGAN Hospital SERVICE, AS AGENT FOR 
PARTICIPATING HOSPITALS, 
Wa. S. McNary, Eawecutive Vice President. 

The Blue Cross Plan is officially approved by the American Hospital Asso- 
ciation. 


TERMS AND CONDITIONS OF THE CERTIFICATE 


I. Definitions 


When used in the certificate, the application signed by the subscriber, and the 
Blue Cross identification card issued to the subscriber: 

(A) “Certificate” means this document. The certificate, application and iden 
tification card constitute the contract between the Service Association, as agent 
for the participating hospitals, and the subscriber. 

(B) “Subscriber” means the individual making the application accepted by 
the Service Association. 

(C) “Member” means any person entitled to hospital service hereunder. 

(D) “Participating hospital” means any hospital which is, at the time hospital 
service is required hereunder, a party, as a participating hospital, to a contract 
for hospital service entered into with the Service Association. 

(E) “Remitting agent” means any individual or any organization which has 
agreed, on behalf of the subscriber, to collect or to deduct from wages or other 
sums owed to the subscriber or to pay for the subscriber the rates payable under 
the contract and to remit such payments to the Service Association. 

(F) “Effective date’ means the day on which coverage begins under this con- 
tract. This date is to be determined by the Service Association. 

(G) “Ward” service means service in a hospital room containing three or 
more beds. “Semi-private” room service means service in a hospital room con 
taining two beds. 

(H) “Maternity care” means hospital service for any condition due to preg- 
nancy except ectopic pregnancy. 


’ 
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II, Subscription rates; term of contract 
(A) Payment shall be made to the Service Association, in advance, at the 
following monthly rates: 


Ward rate | Semiprivate 


rate 
Single subscriber $2, 10 $2. 40 
Family 5. 05 5. 55 


(B) The single subscriber rate covers hospital service for the benefit of the 
individual subscriber only The family rate covers hospital service for the 
benefit of the subscriber and spouse, and any unmarried children under nineteen 
(19) years of age legally residing with them. Family coverage for children under 
this contract shall terminate upon marriage or at the end of the calendar year 
in which the age of nineteen (19) is attained. 

(C) The term of the contract shall be for one month from the effective date, 
and shall automatically be renewed from month to month by payment of the 
rate. 

Ill. Hospital service 

(A) Each member is entitled to hospital service for a maximum benefit period 
of one hundred twenty (120) days under this and prior contracts of the Service 
Association, for each continuous period of hospital confinement, or for successive 
periods of hospital confinement separated by less than three (3) months. Such 
member will again be entitled to a maximum benefit period of one hundred 
twenty (120) days only when there has been a lapse of at least three (3) 
months between the date of last discharge from a hospital and the date of next 
admission. 

In the event hospital confinement results primarily from tuberculosis or nervous 
or mental conditions, each member is entitled to hospital service for a maximum 
benefit period of thirty (30) days under this and prior contracts of the Service 
Association, for each continuous period of hospital confinement, or for successive 
periods of hospital continement separated by less than six (6) months. Such 
member will again be entitled to a maximum benefit period of thirty (30) days 
only when there has been a lapse of at least six (6) months between the date 
of last discharge and the date of next admission. 

(B) Upon admission to a participating hospital, each member is entitled to 
receive, without cost to the member, any of the following hospital services, when 
furnished by the hospital, and prescribed by the attending physician: 

1. Room service as covered by the subscription rate 
2. Meals, including special diets and infant feedings. 
3. General nursing service. 

4. Use of operating room and other surgical treatment rooms, and delivery 
room, 

5. Anesthesia when administered by a nurse or lay anesthetist or salaried 
employee of the hospital. 

6. All laboratory examinations, including typing of blood donors and (by 
agreement between Michigan Hospital Service and Michigan Medical Serv- 
ice) pathological laboratory services which are under the direction of a 
pathologist retained by the hospital. 

7. Physical therapy treatments. 

8. Oxygen and other gas therapy. 

9. Drugs, biologicals and solutions, used while the member is in the hos- 
pital, if listed in the United States Pharmacopeia (XIV), the National Form 
ulary (9th Ed.), or the New and Non Official Remedies (1950), or included in 
supplemental listings of the Service Association. 

10. Gauze, cotton, fabrics, solutions, plaster, and other materials used in 
dressings and casts. 

11. Use of radium when owned or rented by the hospital. 

12. Routine nursery care of the newborn during the hospital stay of the 
mother for maternity care, when the mother is eligible for such care. 

(C) The following services are not covered by this contract: 
1. Services of any physician or surgeon and services of special nurses. 
2. X-ray and electrocardiographic services. 
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3. Blood and blood plasma 
3. Prosthetic and other appliances 
5. Ambulance service 


f 


iv Service im non parth ipat ( hosp tals in case CULECTUECHECY 
(A) If, in case of emergency, a member is admitted to a non-participating hos 
pital the Service Association will pay to such hospital, toward the hospital's 
regular charges for the services as listed and limited in Section III above: 
1. Up to six dollars and fifty cents ($6.50) per day toward the hospital's 
regular charges for room service, meals, and general nursing set vice; and 
2. Up to sixty-five dollars ($65.00) toward the hospital's regular charges 
for other hospital service, for each admission 
(B) Payment under this Sectin IV will be made only to institutions which are 
accredited as hospitals by state or national medical or hospital authorities or 
associations, and which provide hospital treatment for acute illness; such pay 
ments shall not be made to institutions for convalescent, nursing, or rest care 
Payment shall not be made for conditions which do not require substantially 
continuous bed care under the constant care of licensed physicians and registered 
nurses. 


V. Out-patient accident care 


(A) Each member is entitled to hospital services as listed and limited in 


Section III in a participating hospital for emergency care needed because of an 
accident, if utilized within 24 hours after the accident occurs, although not 
admitted as a bed patient; for such emergency care in a non-participating hos 
pital the Service Association will pay, to such hospital, up to sixty-five dollars 


($65.00) toward the hospital’s regular charges for such hospital services 


VI. Conditions of eligibility for hospital service 

(A) Hospital Service is available hereunder only: 

1. When the member is admitted as a bed patient in accordance with the 
hospital’s rules and regulations governing admission as a bed patient, and 
during such time as the member is under the constant care and treatment 
of a licensed physician, and as long as such physician declares such care 
necessary. 

2. When notice of membership hereunder is given to the participating 
hospital or to the Service Association at the time of admission, or before 
the expiration of thirty (30) days after the member’s discharge from such 
hospital; if notice is not given within such period, only benefits equivalent 
to those listed in Section IV will be provided. 

3. As to maternity care, and routine nursery care of the newborn, when 
the mother has been covered for nine (9) consecutive months immediately 
prior to the date of admission, under this and prior contracts of the Service 
Association which include maternity care as a benefit; provided, that if the 
contract in effect on the date nine (9%) months prior to the date of admission 
was a Direct Payment family contract, the benefit for such admission shall 
be limited to that provided by Section X (E) 2. 

(B) Hospital Service is not available hereunder: 

1. When a member is admittel solely for the extraction of teeth or other 
dental treatment 

2. When the member is admitted solely for observation or diagnostic 
study, or for physical therapy, or for X-ray examinations, laboratory exami- 
nations, electrocardiography, or basal metabolism tests 

3. For any hospital stay for which the member was admitted prior to the 

effective date of this contract. 

4. For care in a veterans, marine or other federal hospital, or for other 
hospital care available under the laws of the United States or any State or 
political subdivision thereof. 

5. For care for industrial injuries or diseases for a period for which the 
employer is required to furnish, pay for, or provide reimbursement for hos 
pital services or expenses under the provisions of any law of the United 
States or any state or political subdivision thereof; or for a period for 
which such hospital service, payment or reimbursement may be obtained by 
the member under such laws, even though he waives or fails to assert bis 
rights thereto. 

6. For care for a period for which hospital service, or payment or reim- 
bursement therefor, is obtained by the member under any other Blue Cross 
contract. 
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VII. Terminatioy f the contract 

(A) This contract shall be terminated automatically if any monthly rate 
payment to be made by the subscriber hereunder is not made within thirty (30) 
days after the due date, without further action on the part of the Service Associa- 
tion or the subscribet No hospital service or out-patient accident care shall be 
furnished hereunder after any due date, unless the subscriber’s payment is made 
prior to the expiration of such thirty (30) day grace period. 

B) This contract may be terminated on a monthly renewal date by written 
notice from the subscriber to the Service Association or the remitting agent, or 
from the Service Association to the subscriber or to the remitting agent, not less 
than thirty (30) days prior to the monthly renewal date on which such termina- 





tion is to be effective. The Service Association may not terminate the contract 
under this Section VII 3) as long as the subscriber is a member of a group 
continuing to be covered through payroll deduction under like contracts by the 
Service Association 

C) The Se ice Association may reinstate this contract after termination 


without the execution of a new application or the issuance of a new identification 
card or any notice to the subscriber, other than the unqualified acceptance of an 


additional payment from the subscriber or the remitting agent No such rein- 
statement sl reate ny rights to hospital service for periods prior to the 
reinstatement l dete ned by the Service Association, which shall become 
the effective date for all subsequent purposes hereof, 


(D) No person other than a member is entitled to any benefits under this con- 
tract. It is not transferable, and shall be forfeited if any member aids, or at- 
tempts to aid, any other person to obtain benefits hereunder. 


VIIT. Changes in the contract 

(A) The rate of payment by the subscriber hereunder, and any other terms and 
conditions of this contract, may be changed by the Service Association at any 
time on not less than thirty (80) days notice to the remitting agent or the sub- 
scriber. If such change is not acceptable to the subscriber, he may terminate 
this contract by notice to the remitting agent or the Service Association prior to 
the date when the change is to become effective. 

TX. General conditions 

(A) Nothing herein contained shall interfere with the professional relation- 
ship between the member and the physician selected by the member. 

3) If hospital accommodations more expensive than those covered by the 
subscription rate are used, for any reason, this member must pay the hospital 
the difference between the hospital’s established charge for the accommodations 
covered by the subscription rate and the established charge for the more expensive 
accommodations occupied. If accommodations covered by the subscription rate 
are not available, the member may be placed in less expensive accommodations 
until the accommodations contracted for are available, in which event the obliga- 
tion of the Service Association and the hospital shall be fulfilled. 

(C) If a member cannot obtain admission to participating or nonparticipating 
hospitals for care other than for contagious or epidemic disease, or injury or 
disease due to enemy action, the Service Association may refund subscription 

tes to the subscriber, in an amount not to exceed sixty-five dollars ($65.00), for 


t 





} 


the expense of nursing and other services and supplies, restricted to the equiva- 
lent of hospital care, made necessary by the illness or injury, and such refund 
shall be full satisfaction of all obligations of the Service Association and the par- 
ticipating hospitals to furnish hospital service hereunder for the disability for 
which admission was sought. 

(ID) The subscriber must notify the remitting agent or the Service Association 
within thirty (30 J of changes in status of members under the contract 
resulting from ms divorce, death or change of legal residence of any 
member; or birth or legal adoption or attainment of age nineteen (19) of chil- 
dren; or change of address or entrance into or return from military service by 
the subscriber. 

(E) This contract supersedes all previous contracts between the Service Asso- 
ciation and the subscriber, except that a prior contract of the Service Association 
shall continue to he effective to provide hospital service for a hospital stay com- 
mnencing prior to the effective date of this contract. 

(F) Each participating hospital has assumed a direct obligation to each 
member to furnish its hosiptal services under this contract, subject to the terms 


and conditions imposed by this contract with respect to such service. No partici- 
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pating hospital shall, however, have any duty, responsibility or liability with 
respect to the obligation so assumed by any other hospital, or with respect to any 
hospital care or service furnished by any other participating hospital, or with 
respect to any act, or omission to act, or obligation of any other participating 
hospital of any character whatever. 

(G) The authority of the Service Association to ect as agent for the partici- 
pating hospitals in becoming a party to this contract, is conferred upon the 
Service Association by certain contracts for h spita service between the Service 
Association and the participating hospitals, copies of which are on file and 
available for public inspection at the Detroit office of the Service Association, 
The obligation of each participating hosiptal hereunder is subject to its rights 
to withdraw as a participating hospital in the manner provided in its contract 
with the Service Association. Such withdrawal shall terminate all obligation 
of the withdrawing hospital to render any service hereunder except as provided 
in its contract with the Service Association A current list of participating 
hospitals will be available at the Detroit offiffice of the Service Association or 
will be mailed to any subscriber on request. 

(H) No officer, agent or representative of the Service Association is authorized 
to vary the terms and conditions of this contract in any way or to make any 
promise or agreement supplemental hereto. 

(I) Any notice required or permitted to be given by the Service Association 
hereunder shall be deemed to have been duly given, if in writing and personally 
delivered, or if in writing and deposited in the United States mail with postage 

repaid, addressed to the remitting agent or to the subscriber at the last address 
of record at the principal office of the Service Association; such notice shall be 
deemed to be given when so personally delivered or mailed, 

(J) Excess reserves, if any, of the Service Association may be distributed in 
the form of benefits to members in such manner as may be directed by the 
Board of Trustees of the Service Association and approved by the Commissioner 
of Insurance of the State of Michigan. 

Y. Direct payment subseribers 

(A) If the Subscriber is not entitled, under the rules and practices of the 
Service Association, to receive hospital service at the Group subscription rates 
set forth in Section II above, and is entitled under such rules and practices 
to receive service at Direct Payment rates the subscriber shall be known as a 
Direct Payment subscriber and the contract shall be known as the Direct Pay- 
ment contract and the provisions of this Section X as to rates and benefits shall 
be applicable in place of those heretofore stated in this Certificate; all other 
provisions shall remain effective as stated. 

(B) Payment shall be made to the Service Association, in advance, at the 
following quarterly rates: 


Ward: 

Si I be $7 $8 65 

j g 0) 
\ 

(C) The term of the contract as a Direct Payment contract shall be for one 
quarter (3 months) from the effective date, and shall automatically be renewed 
from quarter to quarter by payment of the rate. (This replaces Section II (C) 
above. ) 

(D) Each member is entitled to hospital service for a maximum benefit pe d 


of thirty (30) days under this and prior contracts of the Service Asso 

for each period of hospital confinement, or for successive periods of hospita 
confinement separated by less than six (6) months. Such member will again 
be entitled to a maximum benefit period of thirty (30) days y whe! 
has been a lapse of at least six (6) months between the date of last discharge 
from a hospital and the date of next admission. 


In the event hospital confinement results primarily from tuberculosis or 1 
ous or mental conditions, each member is entitled to hospital sei e for 
mum of thirty (80) days for the duration of this and prior contracts, (This 


replaces Section III (A) above.) 











9278 HEALTH INQUIRY 


(E) In the event of admission primarily for maternity care, and provided 
the waiting period requirement of Section VI (A) 3 has been met, the member 
is entitled to benetits only as foll ws: 
1. If the contract in effect on the date nine (9) months prior to the date 
of admission was a Group contract, the member is entitled to hospital serv 
ices as listed and limited in Section IIT (13) above 

2. If the contract in effect on the date nine (9) months prior to the date 

of admission was a Direct Payment family contract, and if the waiting 
period requirement of Section VI (A) 3 has been met under a family con 
tract, as evidenced by payment of the family rate, the member is entitled, 
in either participating or nonparticipating hospitals, to an allowance up 
to nine dollars ($9.00) per day toward the hospital’s regular charges for 
room and all other services as listed and limited in Section III. This benefit 
will be in lieu of all other benefits listed in Section IIT (B) 

If the contract in effect on the date nine (9) months prior to date of 
admission was a Direct Payment single subscriber contract, the member is 
not entitled to any benefits for such maternity care. 

(F) The references to monthly rate payments and monthly renewal dates in 
Sections VII (A) and (B) above shall apply to quarterly rate payments and 
renewal dates 

(G) The effective date of this contract as a Direct Payment contract shall be 
determined by the Service Association. As to subscribers who have theretofore 
been Group subscribers, the determination of such effective date shall constitute 
a termination of the contract as a Group contract as of that date. 


IMPORTANT! KNOW YOUR BLUE CROSS CONTRACT PLEASE READ CAREFULLY 


By enrolling in the Blue Cross Plan offered through Michigan Hospital Service, 
you have entered into a contract which entitles you to hospital care whenever 
needed. Your contract consists of three items: (1) this Certificate, (2) your 
Identification Card, and (3) the Application Card which you filled out when 
you applied for Blue Cross membership. Each of these three items is important. 

1. Your certificate The Certificate on which these words appear contains a 
full explanation of Blue Cross hospital service. We urge you to read it carefully 
and to keep it in a safe place. 

2. Your identification card.—When you require hospital care inform your doctor 
you are a member of the Blue Cross. When you enter the hospital to receive 
care, present your Identification Card to the admitting clerk. This card indi- 
cases the type of service for which you have enrolled, gives the effective date 
of your Blue Cross membership, and lists other information. It is important 
that the hospital have this information so that it can obtain confirmation of your 
slue Cross membership from Michigan Hospital Service and can bill Michigan 
Hospital Service for all the Blue Cross services which you receive. 

3. Your application card.—The card that you filled out in applying for Blue 
Cross membership remains in our possession. It is this Application Card that 
we consult before sending confirmation of your Blue Cross membership to which- 
ever hospital you may use. Consequently, it is essential that we have on your 
Application Card the correct information relating to you, your current address, 
and your enrolled family members at all times. 

By acquainting yourself thoroughly with your Blue Cross protection and by 
seeing that Michigan Hospital Service is kept informed of changes in your 
family status, you can do a great deal to assure the prompt, efficient service 
which is your right as a Blue Cross member. 





3LUE Cross HospiTAL SERVICE 
Available through Mutual Hospital Insurance, Inc., Indianapolis, Ind. 


A nonprofit community service incorporated under the laws of the State of 
Indiana 


COMPREHENSIVE CERTIFICATE OF MEMBERSHIP 


This Certifies That in consideration of the payment of the membership fees, 
the person whose name appears on the Identification Card which is a part of 
this Certificate, is a Member of Mutual Hospital Insurance, Inc., hereinafter 
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generally called the Service Organization; and that such Member and the 
persons whose names appear on the Application signed by such Member and 
on any Reclassification Applications, which are accepted by the Service Organi- 
zation, are entitled to receive hospitalization consisting of the services provided 
in Article V of this Certificate, in accordance with the terms and conditions 


stated herein. 
The amount of the membership fee is the amount shown in the schedule of fees 


Schedule of fees 


I ( Nonemy ee 
Ss le « f ( $2. 2 $8. AS 
Family cert ‘ 9 1,50 


e 


This Certificate is effective for one month following the date of acceptance 
shown on the Identification Card and is renewable automatically each month 
thereafter by payment of fees by or for the Member and the acceptance thereof 
by the Service Organization 

This document, the Application and any Reclassification Applications and the 
said Identification Card bearing the Member's name, number, and the effective 
date of the Certificate, constitute the entire Certificate between the Service 
Organization and the Member 

In Witness Whereof Mutual Hospital Insurance, Ine., has executed this 
Certificate. 

MutTvuAL Hosprtat INSURANCE, IN¢ 
Lioyp D. CLAYCOMBE, President 


Countersigned by: 
G. W. Serine, Executive Director 


Attest 
Roserr E. Nerr, Secretary 


I. DEFINITIONS 


A. The term “Certificate” means this document and as used herein shall include 
the Identification Card, the original Application and any Application for Re 
classification. 

B. The term “Certificate Year” means the first period of one month for which 
a Member or eligible Dependent is covered by this Certificate and eleven (11) 
consecutive monthly renewals thereof. 

©. The term “Member” shall mean any individual in whose name the Service 
Organization has issued a Certificate. 

DD. The term “Dependent” as used herein shall mean the spouse of the Member ; 
children, step-children, or legally adopted children of the Member and/or spouse 
who are unmarried and under age nineteen—who are named by a Member in 
the Application or Reclassification Application, and accepted by the Service 
Organization. 

E. The term “Hospital” shall mean: 

1. Any institution within the State of Indiana which has been approved 
by the Council for Licensing and Regulating Hospitals and licensed by the 
State Board of Health as a general Hospital ; 

2. Any institution located outside of the State of Indiana listed as a 
general Hospital by the American Hospital Association ; 

3. Any institution with which the Service Organization has a contract or 
agreement; and 

4. Any institution which has a contract or agreement with any other Blue 
Cross Plan. 

F. The term “Participating Hospital” shall mean any institution with which 
the Service Organization has a contract or agreement for the rendering of serv- 
ices provided for in this Certificate. 

G. The term “Physician” shall mean any Physician holding an unlimited 
license in medicine or surgery authorized to practice in the Hospital to which aA 
Member or Dependent is admitted for Hospital care. 
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II, CERTIFICATES AND EFFECTIVE DATES OF BENEFITS 


A. A Single Certificate shall cover a Member only. 

B. A Family Certificate shall include and cover the Member, his or her spouse, 
if any, and their unmarried children under age nineteen (19) years, defined 
above as Dependents, if named in the Member’s Application or Reclassification 
Application. 

Cc. An application to obtain a Certificate shall be made in writing on forms 
furnished by the Service Organization. The acceptance of the application shall 
be evidenced by this Certificate and an Identification Card furnished by the 
Service Organization. The date of such acceptance shown on the Identification 
Card shall be the effective date of this Certificate. The services listed herein 
shall be provided to the Member and eligible Dependents named on the Appli- 
cation or Reclassification Application and accepted for coverage by the Service 
Organization. 


Ill. MEMBER'S PRIVILEGES 


A. The Member shall have the privilege of adding or withdrawing the name 
or names of any Dependent to or from his Certificate as permitted by the enroll- 
ment regulations of the Service Organization, by submitting a Reclassification 
Application. Each Dependent added to a Member’s Certificate shall be subject 
to all conditions and limitations contained in this Certificate. 

B. A newborn child added to a Member's Family Certificate shall be eligible 
for service, as provided by this Certificate, on the date of birth, except that 
routine nursery care shall be considered a part of the mother’s maternity con- 
finement and shall be provided only in accordance with Article V, Paragraph E, 
when the mother is eligible for maternity care. 

C. The Certificate of an unmarried Member who marries during the term of 
this Certificate may be reclassified to a Family Certificate upon application 
made within ninety (90) days following the date of such marriage, and any 
Dependents added shall be subject to all conditions and limitations of the 


Certificate. 
IV. MEMBERSHIP FEES 


A. The Membership Fees shall be payable in advance, according to the mode 
of payment designated for the group through which the Member is paying fees, 
as a condition precedent to receiving service benefits under this Certificate. 

B. This Certificate will terminate if the Membership Fees are not paid within 
thirty (30) days after due date. 


V. SERVICES PROVIDED 


When a Member or a Dependent is admitted to a Participating Hospital as a 
bed patient upon recommendation or authorization of the attending Physician, 
hospitalization consisting of the following services will be provided and paid 
for in full unless limited by this article, when such services are rendered in 
and by such Hospital and are a part of and in conjunction with treatment of the 
illness or condition for which the Member or Dependent was hospitalized: 


1. Hospital accommodations 


1. Bed in room with two (2) or more beds. 

2. Meals, including special diets. 

8. General Nursing Service. 

+, Operating Room and Delivery Room Service. 

5. Anesthesia, when administered by a salaried employe of the Hospital. 

6. Drugs used in the Hospitals and listed in the United States Pharmacopoeia, 
or the National Formulary, and New and Non-Official Remedies, 

7. Dressings and Plaster Casts. 

8. Oxygen Therapy 

9%. Administration of Blood and Blood Plasma. 


B. Professional services 


The following professional services will be provided when consistent with the 
condition for which the patient is being treated in the Hospital: 

1. X-ray examinations. 

2. Laboratory service. 
3. Pathological service. 
4. Electrocardiograms. 
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5. Basal Metabolism Tests. 

6. Physical Therapy. 

7. Anesthesia, when administered by a practicing Physician who is not a 
salaried employee of the hospital, up to Ten Dollars ($10.00) for minor surgery 
and up to Twenty Dollars ($20.00) for major surgery. 


C. Emergency accident service 

In case of accidents, all services herein provided will be availa o out 
patients (non-bed patients) if necessary and furnished in a Hospital, provided 
service is furnished to the Member or Dependent within twenty-four (24) hours 
after the accident. 


D. Days care provided 

Except as otherwise specified, a Member and each Dependent shall be entitled 
to a total of one hundred and twenty (120) days of bed Care as provided in 
Paragraphs A and B of this Article, in a Hospital as defined in this Certificate, 
for each admission, provided that not less than ninety (90) days must elapse 
between the close of one period within which one hundred and twenty (120) 
davs of service has been given in one or more hospitalizations, and the next ad 
mission, all for the same condition. 


E. Maternity care 

1. Services for pregnancy or childbirth or any disease or injury or condition 
arising therefrom, including nursery care for the newborn child, shall be avail 
able to the Member or spouse under the Family Certificate only, after a lapse 
of nine (9) consecutive months from the effective date of the Family Certificate. 

2. if a Single Certificate has been in force, as such, and upon marriage is 
changed to a Family Certificate, the services described in Sub-Paragraph 1 of this 
Paragraph shall be available only after the lapse of nine (9) consecutive months 
from the effective date of the Family Certificate. 


F. Time limitation for certain conditions 


For the treatment of Pulmonary Tuberculosis, or Mental Cases, a Member and 
ach Dependent shall be entitled to thirty (30) days of service per confinement 
newal of this benefit shall be available whenever six (6) months separates last 


late of discharge and date of readmission for the same co tion. 
G. Preexisting conditions 


Hospital service for any illness, injury, or condition which existed on the 
effective date of the coverage for the Member of any Dependent shall be provided 
to such Member or Dependent only after a lapse of nine (9) consecutive months 


from the effective date of such coverage. 
H. Conditions for waiver of waiting periods 

The waiting periods for maternity care and pre-existing conditions as set forth 
in Paragraphs E and G of this Article will be waived under the following condi- 
tions: 

1. Whenever any group of one hundred (100) employees or more has enrolled 
at least 75% of its employes, the waiting periods above referred to will be waived 
for those Members and Dependents enrolled as charter Members and Dependents 
of such group during the original enrollment period. This waiver will not apply 
to those Members or Dependents who enroll through such group after the expira- 
tion of the original enrollment period. 

2. The waiver of waiting periods provided for in this Paragraph will not apply 
when a Single Certificate is subsequently reclassified to a Family Certificate. 

3. The waiver of waiting periods provided for in this Paragraph will continue 
in force and effect only so long as (a) the Member is employed by the group 
through which this waiver was granted; and (b) the group qualifies for certifi- 
cation of 75% participation; and (c) the payment of Membership Fees is made 
by the method of payroll deduction. 

1. If the Member leaves the employ of the group through which he qualified for 
this waiver of waiting periods, he may continue his Blue Cross membership, but 
this waiver of waiting periods will automatically cease and the waiting periods 
will become effective and will remain in effect unless and until (a) the Member 
again qualifies for this waiver of waiting periods; or (b) has had a Membership 
Certificate in full force and effect, either in a group or on a pay direct basis, for 
the duration of the waiting periods. 
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1. Provisions for private room accommodations 

If any person covered by this Certificate occupies private room accommoda- 
tions in a Hospital, for any reason, such person shall pay direct to the Hospital 
the difference between the average of charges made by the same Hospital for 
two-bed rooms and the regular prevailing room charge per day for the room oc- 
cupied. 


VI. EXCLUSIONS 


The following are not covered by this Certificate: 

1. Services of attending Physicians or private duty nurses. 

2. Ont-patient (not a bed patient within the Hospital) service except for 
emergency accident cases defined in Article V, Paragraph C. 

3. Services not specifically provided for in Article V. 

4. Hospital admissions for observation or primarily for diagnostic, X-ray, or 
laboratory examinations, or other diagnostic studies. 

5. Hospital services for occupational accidents and diseases which are available 
under Workmen’s Compensation Laws; or which are available to the Member or 
Dependent because of his being an employe of any federal, state, municipal or 
other governmental body. 

6. Conditions for which care is received in a veterans, marine or other Federal 
Hospital, or to the extent received from a governmental agency. 

7. Care furnished in a Hospital under this Certificate is to cover services to a 
Member or Dependent who requires bed and nursing care as a part of medical or 
surgical treatment, and is not intended to provide service of a nature which 
under ordinary conditions would be performed by the Physician or dentist at their 
offices or at the Member's home. 

&. X-ray and Radium Therapy. 

9. Blood and Blood Plasma. 

10. Physician’s services in connection with Shock Therapy. 

11. Extraction of Teeth and other dental procedures. 

12. Ambulance Service. 


VII. CONDITIONS OF SERVICE 


A. Member shall Present Identification Card—The Member or Dependent 
shall present the Identification Card provided by the Service Organization, when 
admitted to a Hospital. In no event will an admission for service under this 
Certificate be approved for payment unless such Identification Card is presented 
to the Hospital furnishing such service. 

B. Under Care of. Physician.—During the period of hospitalization to which 
this Certificate is applicable, the patient must be under the direct care and treat- 
ment of a Physician. 

C. Unnecessary Stay in Hospital—When a Member or Dependent or the Hos- 
pital has been advised by the attending Physician that further hospital service 
is unnecessary, and such person remains in the Hospital, he shall be solely 
responsible to the Hospital for the charges incurred for services rendered after 
such professional recommendation. 

D. Information and Records Available—The Member, on behalf of himself 
and all Dependents covered by his Certificate, agrees that the attending Physi- 
cian, nurse, or Hospital is authorized to furnish the Service Organization all 
information and records or copies of records relating to the diagnosis and treat- 
ment of any condition for which service is provided by this Certificate. 

EF. Service Received through other Blue Cross Plans.—Members and Depend- 
ents are entitled to receive hospital services as provided by other Blue Cross 
Plans through their Participating Hospitals when such other Plans have agreed 
to provide this service. Hospital services will be those provided by the Blue 
Cross Plan serving the area in which the hospitalization occurs. 

F. If the cost of services rendered to a Member or Dependent under Paragraph 
E of this Article is less than the allowance under Paragraph G, the Member will 
be reimbursed in the amount of the difference, upon submission of proof of the 
existence of such difference. 

G. Service in Non-Participating Hospitals—Should circumstances make it 
necessary for a Member or Dependent to receive hospital service in a Hospital 
with which the Service Organization does not have a Participating Hospital 
agreement, or where service is not provided for in accordance with Paragraph E 
of this Article, the Service Organization will pay, subject to other provisions of 
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this Certificate, for services to such Member or Dependent the charge for room 
and board, including meais and general nursing care, but not to exceed Six 
Dollars and Fifty Cents ($6.50) per day, and in addition will pay the charge 
for all other services provided for in Article V, Paragraphs A and B, up to but 
not to exceed One Hundred Dollars ($100.00) during the period of any hospital 
confinement. 


VIII. RENEWAL, TERMINATION, AND CONTINGENT L ABILITY 


1. Renewal.—This Certificate is effective for one month following the date 

f acceptance shown on the Identification Card, and is ren wable automatically 
each month thereafter by the payment of Membership Fees by the Member and 
the acceptance thereof by the Service Organization, in accordance with Article 
IV, Paragraph B, subject to the Membership Fees and coverage provisions in 
effect on the dates of renewals. 

B. Certificate may be Continued after Leaving Group—When a member ceases 
to be employed by or connected with the group through which Membership Fees 
have been paid, the Member may continue Blue Cross Membership (a) under the 
Certificate in effect in a group where the Member may become re-employed and 
where Members already exist as a group; or, (b) under the Certificate available 
to those Members who wish to continue Membership by payment of fees direct 
to the office of the Service Organization in accordance with enrollment regula- 
tions and subject to such restrictions and revisions of Membership Fees as may 
be determined from time to time by the Board of Directors. 

C. Termination Provision 1. This Certificate may be cancelled, without 
prejudice to claims originating before notice of cancellation, by either party 
hereto at any time, by giving notice in writing thirty (30) days prior to can 
cellation date, but in the event of cancellation of this Certificate by the Service 
Organization, it shall refund to the Member the amount of unearned Membership 
Fees actually paid by the Member in advance, and such payment shall constitute 
a full and final discharge of all obligations of the Service Organization and 
Participating Hospitals; and in event of cancellation by the group through which 
the Member is enrolled this Certificate shall automatically terminate without 
notice at the expiration of the period for which payment is made for the entire 
croup, and the Member shall not thereafter be entitled to any further benefits 
hereunder. 

2. Hospital service shall not be provided beyond the period for which Mem 
bership Fees have been paid 

D. Death of Member—Upon death of the Member, the services under this 
Certificate shall be available to the surviving Dependents covered by the Certifi- 
eate of the deceased during the period for which Membership Fees have been 
paid. A new certificate will be issued to cover the surviving Dependents, pro- 
vided application is made to the Service Organization within ninety (90) days 
after the death of the Member. 


1X. EXTENT AND LIMITATIONS OF HOSPITAL SERVICI 


4. Covers only those Specifically Named.—No person, other than the Member, 
or such eligible Dependents as are specifically named in the Application, or 
Reclassification Application, is entitled to any service under this Certificate. 
This Certificate is not transferable, and shall automatically terminate and be 
forfeited if the Member attempts to transfer it, or aids, or attempts to aid any 
other person in obtaining any service hereunder. 

B. Children who Marry or Attain Age Nineteen (19) Years.—Any Dependent 
covered by a Family Certificate who marries before the age of nineteen (19) 
years, or attains the age of nineteen (19) years shall cease to be a Dependent 
under a Family Certificate. He or she may reclassify by applying within ninety 
(90) days for a Single Certificate or Family Certificate in accordance with en- 
rolilment regulations. 

C. Misrepresentation.—Any material misrepresentation on the part of the 
Member in making application for this Certificate or any application for reclassi- 
fication thereof, or for service hereunder, shall render the Certificate null and 
void. 

D. Not Liable for Acts of Hospitals—Nothing herein contained shall confer 
upon a Member or Dependent any claim, right, or cause of action, either at law 


89087—54—pt. 731 

















234 HEALTH INQUIRY 


or in equity, against the Service Organization for acts of any Hospital in which 
he or she receives care under this Certificate. 

BE. This Certificate Cannot be Altered.—No officer or employee or other person 
has the power to change the terms of this Certificate in any way. Any verbal 
promises made by any officer, employe or other person, not contained in writing 
in this Certificate and the application for membership or for reclassification, shall 
not in any way be binding on the Service Organization. Nor shall they alter, 
add to, or in any manner modify the terms of this Certificate, it being understood 
that this Certificate, Identification Card, and the Membership Application or 
Reclassification Application constitute the only agreement between the Member 
and tl 





the Service Organization. 
X. MEETINGS, PROXIES, AND ASSIGNMENT OF PAYMENTS 


1. Notice of Meetings of Members.—The annual meeting of the Members of the 
Service Organization will be held at its principal office in Indianapolis, Indiana, 
on the fourth Thursday of March of each vear, at 11: 00 A. M. 

B. Provics.—Members may vote in all meetings either in person or by proxy. 
The execution of the application for membership constitutes an execution also 
of a proxy in writing in which it is expressly provided that the proxy shall be 
valid and effective as long as the Certificate remains in effect, without limit as to 
time, so long as unrevoked by the Member 

C. Assignment of Payments All payments for the benefit of the Member 
accruing under this Certificate are assigned by the Member to any Hospital fur- 
nishing the services provided for under this Certificate, and the Service Organi- 
zation is authorized to pay such benefits directly to such Hospitals. 


CLEVELAND HOsPITAL SERVICE ASSOCIATION 
2060 East Ninth Street, Cleveland 15, Ohio 
TERMS AND CONDITIONS OF THE CONTRACT 


This contract, so long as it is in force, entitles the subscriber, and, if so pro- 
vided on his identification card, the eligible family members named on his applica- 
tion card, upon payment of the charges, as provided in Section 11 below, to re- 
ceive hospital service, as this term is defined in Sections 2, 3, 4 and 5 below, from 
any of the Participating or other Contracting Hospitals, upon and subject to the 
terms, conditions and limitations hereinafter set forth. 

If the identification card provides for a class of service which includes eligible 
family members, it is agreed that the following provisions apply in every case, 
when applicable and whether so expressly stated or not, to such eligible family 
members, the same as to the subscriber 


SECTION 1 DEFINITIONS 


A. “Hospital Confinement” is defined to mean a continuous period of hospital 
confinement or successive periods of hospital confinement when the last date of 
discharge and the date of readmission are separated by less than 90 days 
When more than 90 days separate the date of discharge and the date of read- 
mission, another period of Hospital Confinement shall be available. 

Bb. “Day of Hospital Service” is defined to mean the period, or any part there 
of, between the Census Taking Hours of two successive days. In computing 
the number of days of hospital service furnished by the Participating or other 
Contracting Hospital to the subscriber, the day of the subscriber’s admission 
shall be counted, but the day of discharge shall not be counted unless the sub 
scriber is discharged upon the same day on which he is admitted. 

Cc. “Census Taking Hour” is defined to mean the hour fixed by the Participating 
or other Contracting Hospital for counting the patients to whom it is rendering 
hospital service. 

ID. “Semi-private room” is defined to mean a room containing two or three 
beds. 

EK. “Ward room” is defined to be a room containing four or more beds. 

F. “Eligible family members” is defined to mean the spouse of the subscriber 
and his unmarried children under 19 years of age. 
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SECTION 2 HOSPITAL SERVICES PROVIDED 


“Hospital Service” shall inciude, if available in the hospital selected, the fol 
lowing services as hereinafter detined: 

A. Services to general in-patient (bed) cases 

Bb. Services to maternity cases. 

C. Services to tuberculosis and nervous and mental cases 

Db. Accident service in ambulatory (non-bed) cases 

E. Operating room service in ambulatory (non-bed) cases 

I’. Reimbursed services 
A. Services to general in-patient (bed) case 

“Services to general in-patient (bed) cases” are defined to mean receiving a 
subscriber upon recommendation of a physician or surgeon, under the conditions 
outlined in Sections 6, 7, 8 and 9 below, into a Participating or other Contracting 
Hospital or a member hospital of any other organization with which there exists 
an agreement for reimbursement (hereinafter referred to as “cooperating o1 
ganization”), or any other hospital as provided for herein, as a bed patient for 
the period hereinafter set forth and furnishing to such subscriber the following 
services, if available in such hospital, and if needed, but only as such services 
may be requested or prescribed by the subscriber’s attending physician or 
surgeon: 
1. Bed in the class of room provided for in the application and on the identifi 
cation card. If the subscriber requests more expensive accommodations he may 
occupy such accommodations, if available, and will be given an allowance, 
towurd the daily rate of the more expensive accommodations, equivalent to the 
daily rate of the accommodations for which he contracted 

2. Meals, including special diets and infant feedings 
5. General nursing. service, but excluding the services of special nurses and 
their boars 

} Operating roomn, cCystoscopic room, Cast rool aud treutment room services 

All anesthesia equipment and supplies and the administration of anesthesia 

but only when given by an employee of the hospital 

6. Furnishia 





of blood transfusions, including administration and blood typ 








ing, but excluding blood or blood plasma, and the services of blood donors 
7. Furnishing of oxygen and all drugs listed in the United States Pharma- 
copoeia (XIV); Nation Formulary (Ninth Edition); and New and Non- 


Official Remedies (1951), (including all supplements to these three publications 
made official prior to December 31, 1952) 
8. Furnishing of radium and radioactive substances when owned by the 


hospital 


Preparation and use of gauze, cotton, f solutions, pluster and othe 
materials in dressings or casts, but excluding special braces, ambulatory ap 
pllances and prosthetic apparatus 

Services to general in-patient (bed) cases” shall include the following serv 


ices, if available in the hospital, and to the extent requested or prescribed by 





the subscriber's attending physician or surgeon in conjunction with his treat 


ment of the illness or condition for which the subscriber is hospitalized, and only 
when the report ~ the service or examination is given to the subscriber's 


attending physicia 


l. X-ray exam 





or surgeon : 
itious, but excluding X-ray treatment 
2. Laboratory examinations. 
Basal metabolism examinations 
ft. Klectrocardiograms 
Klectroencephalograms 
6. Vhysical therapy 
B. Services to maternity cases 
“Services to maternity cases” shall include in addition to the services defined 
in Section 2A above, the use of the delivery room and Hospital Services to the 
newborn infant during the hospital stay of the mother, provided that the contract 
or contracts have been in force for 270 consecutive days following the contract 
effective date and immediately preceding the date of hospital admission, und 
provided further that the mother has been protected under a family contract or 
that both the mother and father have been protected under two individual 
contracts for the period of time before mentioned. 
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C. Services to tuberculosis and nervous and mental cases 

“Services to tuberculosis, and nervous and mental cases’’ shall include the 
services defined in Section 2A above, in cases of pulmonary tuberculosis or 
mental disease (psychosis) except in hospitals operated by local, state or federal 
governments. 


D. Accident service in ambulatory (nonbed) cases 


“Accident service in ambulatory (nonbed) cases’ shall inelude in accident 
cases (not required hospital-bed service) services as defined in Section 24 
above, provided that such services are rendered within 24 hours of the accident, 
but excluding therefrom any fee of the attending physician or surgeon for 
services rendered. 

LL’. Operating room service in ambulatory (nonbed) cases 

“Operating room service in ambulatory (nonbed) cases, shall include the use of 
operating room in cases of surgery (not requiring hospital-bed service) but 
excluding therefrom any fee of the attending physician or surgeon for services 
rendered. 

F. Reimbursed services 

By the acceptance of the delivery of this agreement, the subscriber hereby 
designates the hospital furnishing services to him or eligible family members as 
his agent to pay those charges incurred during the hospitalization defined under 
the terms of this section, and authorizes such hospital to seek reimbursement 
for such payment from the Cleveland Hospital Service Association, (hereinafter 
referred to as the Service Association). 


SECTION 3-——-SERVICES IN NONMEMBER HOSPITALS 


If, because of sudden illness or emergency, the subscriber is unable to reach one 
of the Participating or Contracting Hospitals or a member hospital of any co- 
operating organization, and receives hospital service as a bed patient, or if the 
subscriber selects for hospital care any nonprofit hospital in the State of Ohio 
which has no such contract or arrangement with any cooperating organization, 
then in either of such circumstances, the Service Association, upon receipt of 
notice and upon making said arrangements with such hospital for rendering 
service to the subscriber, will pay to such hospital the following sums: 

A. The amount actually charged to the subscriber by such hospital for room, 
meals, and general nursing services for each day of such Hospital Confinement, 
but not more than $10.00 per day for subscribers holding semiprivate contracts, 
or $9.00 per day for subscribers holding ward contracts during the first 120 days 
of each Hospital Confinement. 

B. The amount actually charged to the subscriber by such hospital for Hos- 
pital Services, as described in Section 2A of this contract, except room, meals, and 
general nursing services, during such confinement, but not more than $100.00 for 
subscribers holding semiprivate contracts or $90.00 for subscribers holding ward 
contracts, during any one Hospital Confinement. 

If it is necessary that the subscriber avail himself of this provision, he should 
advise the hospital to which he is admitted to communicate with the Service 
Association immediately. 


SECTION 4——DURATION OF SERVICE 


“Hospital Service” as described in Sections 2 and 3, shall be made available for 
a period not to exceed 120 days for each Hospital Confinement. 


SECTION 5 BENEFITS NOT PROVIDED 


“Hospital Service” does not include the following: 

A. Services cf a subscriber’s attending physician, surgeon, or other services 
except us described in Section 2. 

B. Ambulatory service, except as provided in Sections 2D and 2E, which is 
defined to mean service rendered to one who is not regularly admitted to a hos- 
pital as a bed patient. (Ambulatory service includes, among others, such services 
as hospital admissions solely for X-ray, laboratory, and basal metabolism exami- 
nations, electrocardiograms, electroencephalograms, physical therapy, radio- 
therapy, and dentistry not incidental to necessary service as a bed patient.) 
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C. Service in a health resort or rest home, service in a custodial institution, 
or in an institution not providing constant service by registered nurses 

Lb. Services in cases of industrial injuries or diseases if any hospital service 
is available to the subscriber under Workmen’s Compensation Laws. 

EF. Service in veteran and marine hospitals. 

I’. Service provided by any governmental agency without cost to the subscriber. 

G. Service if provided to the subscriber under a contract with any cooperating 
organization, but, in such an event, the subscriber to the Service Association 
shall be entitled to a refund of the subscription fees paid to the Service Asso 
ciation for the period during which he was also making payments to the 
cooperating organization. 





SECTION 6 SELECTION OF PHYSICIAN OR SURGEON 


This contract does not confer upon any hospital any right to select a physician 
or surgeon for the subscriber. The subscriber shall be at liberty to select his 
attending physician or surgeon, provided only that such physician or surgeon be 
licensed to practice medicine and be acceptable for practice in the hospital to 
which the subscriber is admitted, and nothing contained in this contract shall 
interfere with the ordinary relationship between the subscriber and any such 
physician or surgeon selected by the subscriber. 

SECTION 7—ADMISSION TO HOSPITAL 

Hospital Service will be rendered to the subscriber only upon the recommenda 
tion of an attending physician or surgeon who is licensed to practice medicine 
and who is acceptable for practice in the hospital to which such recommendation 
is directed, and only during such time as the subscriber is under the treatment 
and care of such a physician or surgeon. 


SECTION 8 DISCHARGE BY DOCTOR 


Hospital Service will not be rendered to the subscriber after notice to the 
hospital rendering such service by the physician or surgeon attending the sub- 
scriber that further hospitalization is unnecessary. 


SECTION 9 HOSPITAL RULES 


Both the subscriber and the physician or surgeon attending the subscriber 
agree to conform to the rules and regulations, including the rules and regula 
tions governing admittance and discharge, of the Participating or other Con 
tracting Hospital to which the subscriber applies for admission or is admitted. 


SECTION 10 ACCOMMODATIONS NOT AVAILABLE 


If, upon request by the subscriber for admission to any Participating or other 
Contracting Hospitals, all beds in the class of service provided for in his con- 
tract of such hospital should be filled, the subscriber agrees temporarily to accept 
accommodations of a different classification, which may be either less expensive 
or more expensive until a bed in the class of service provided for in his contract 
is available at which time the subscriber agrees to be moved into such bed. 

If all beds of such Participating or other Contracting Hospital are occupied, 
the subscriber agrees to accept a bed in the class of service provided for in his 
contract in another Participating or other Contracting Hospital to be selected by 
him, having such a bed available. 

If a bed in the class of service provided for in his contract is not available 
in any other Participating or other Contracting Hospital, the subscriber agrees 
to accept accommodations of a different classification, which may be either less 
expensive or more expensive, in a Participating or other Contracting Hospital, 
to be selected by him, having such accommodations available, until a bed in the 
class of service provided for in his contract in such Participating or other Con- 
tracting Hospital is available, at which time the subscriber agrees to be moved 
into such bed. 

If all beds of every classification in all Participating or other Contracting 
Hospitals are filled at the time, the Service Association will refund to the sub- 
scriber a sum equal to twice the amount of the annual charge under this service 
contract, and the subscriber agrees to accept said sum as liquidated damages in 
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full and final discharge of the obligations and liabilities of each and all of the 
Participating or other Contracting Hospitals hereunder 


SECTION 11 TERM OF CONTRACT 


This contract shall continue for a term of one month only after the date of 
its execution and payment in advance of the prevailing charge and may be 
renewed at the option of the Service Association from month to month, provided, 
however, that if upon such renewal the Service Association, as a condition of 
such renewal, changes the terms of the contract as to the amount of the charge 
or otherwise, the subscriber may at his option cancel the contract, and, provided 
further, however, that the Service Association shall not terminate this contract 
as long as the subscriber or an eligible family member is receiving hospital serv- 
ice. Subscribers employed in organizations having payroll deductions for the 
purpose of paying charges under the Service Association’s contracts, must 
notify the Service Association upon changing employment to another organization 
having such payroll deduction. 


SECTION 12——-GRACE PERIOD 


This contract shall be forfeited if the subscriber fails to make any payment 
within thirty (30) days after the same becomes due and payable as provided in 
Section 11 of this contract. 


SECTION 13 CONTRACT NOT TRANSFERABLE 


No person other than the subscriber or eligible family members if entitled 
to hospital service hereunder, are entitled to any benefits under this contract. 
It is not transferable, and shall be forfeited if the subscriber attempts to transfer 
it, or aids or attempts to aid any other person in obtaining any benefits under it. 


SECTION 14 ASSOCIATION IS AGENT ONLY 


This contract is executed by the Service Association solely as agent of the 
Participating or other Contracting Hospitals and nothing herein contained shall 
confer upon the subscriber or eligible family members any claim, right, action or 
cause of action, either at law or in equity, against the Service Association except 
for its own acts and omissions. 


SECTION 15 GENERAL CONDITIONS 


All service contracts shall be on printed forms which shall be provided by the 
Service Association. Neither the Service Association nor any of its agents or 
employees is authorized to vary or change the form or intent of such contract 
in any manner or degree except to make necessary and proper insertions in blank 
spaces. No service contract shall bind the Participating or other Contracting 
Hospitals to render Hospital Service for a period extending beyond one year 
after the date of its execution or renewal. Any notice herein provided for shall 
be conveyed to, and shall have been deemed to have been received by the party 
entitled to receive such notice, if the same is deposited in the United States 
mails, with postage prepaid, addressed to the home, principal office or place of 
business of such party. 


SECTION 16 NOTIFICATION TO SERVICE ASSOCIATION 


The subscriber shall notify in writing the Service Association, either directly or 
through his employer, within 30 days of any changes in his status or in the status 
of any eligible family member under this contract, resulting from birth, death, 
marriage, divorce, legal adoption of children, entrance into or return from mili- 
tary service, change of place of employment, or change of address. 











HEALTH INQUIRY 
HOSPITAL SERVICE CONTRACT ISSUED BY HosprraL CARE CORPORATION, 


CINCINNATI, OHIO 


A nonprofit hospital service plan, incorporated under the laws of the State of 
VYhio—March 1, 1953, supersedes all previous contracts 


This Contract is made between the Hospital Care Corporation and the Sub 
scriber named in the application to receive the benefits provided herein and 
whose name, contract number and contract effective date appear on the Identifi 

; cation Card furnished to said Subscriber 

| In Consideration of the application, and upon payment in advance of the sub 
scription fees, the Hospital Care Corporation agrees to furnish to said Sub 
sc1.ber and his or her eligible Family members, if any, listed on the application 
or reclassification thereof, hospital service in accordance with the terms and 
conditions as set forth in the application, the Identification Card, and on the fol 
lowing pages which becomes a part of this Contract 

In Witness Whereof, the Hospitai Care Corporation has executed this Contract. 


i HosPiTaL CARE CORPORATION, 
W. H. HEUSHEHULF, M. D., 
President. 


Countersigned by: J. E. Sruart, Brecutive Vice-President. 
Attest: Joe H. Ayers, Secretary 


ARTICLE I, DEFINITIONS MEMBERSHIP AND COVERAGE 


Section 1. The term “Subscriber” shall mean any individual with whom Hos- 
pital Care Corporation has a Contract in force to furnish hospital service. 

Section 2. The term “Member”, as used herein, shall mean the Subscriber and 
his dependents who are eligible under the enrollment regulations of Hospital 
Care Corporation and who have been enrolled 

Section 8. The term “Contract”, as used herein, shall include the Identification 
Card, the application or reclassification thereof, and this Contract or modifica 
tion thereof, 

Section 4. Contracts—Coverage and Type: 

(a) A Single Contract shall cover the Subscriber only. 

(b) A Family Contract shall include and cover the Subscriber, his or her 
spouse and their unmarried children under the age of nineteen (19) years 

(c) An Unmarried Subscriber Family Contract shall include and cover the 
Subscriber, his or her father, mother, unmarried brothers and sisters under 
nineteen (19) years of age who live under the same roof as the Subscriber and are 
solely dependent upon the Subscriber for support, provided the Subscriber is not 
married. An Unmarried Subscriber Family Contract does not provide maternity 
care 

(d) The acceptance of an application for membership by Hospital Care Cor- 
poration shall be evidenced by an Identification Card which shall establish ef- 
fective date and type of coverage 

Section 5. Membership Privileges: 

(a) The Subscriber shall have the privilege of adding or withdrawing the 
name or names of any eligible individual or individuals to or from his Contract by 
submitting a reclassification application. 

(6) When an unmarried female Subscriber shall, during the term of this Con- 
tract, hecome married, hospital care for pregnancy or any condition resulting 
therefrom shall not be available under this Contract until two hundred and 
seventy (270) days after the effective date of a reclassification to a Family 
Contract; and application for such reclassification to a Family Contract shall be 
made within ninety (90) days after such marriage. 





ARTICLE IT. SUBSCRIPTION FEES AMOUNT AND PAYMENT 


Section 1. The amount of subscription fees to be charged shall be determined 
from time to time by the Board of Trustees of Hospital Care Corporation. In 
the event of a change in the amount of subscription fees, the Subscriber shall be 
notified at least thirty (30) days prior to the effective date of such change, as 
provided in Article XI, Section 4. 
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Section 2. The subscription fees shall be payable in advance and this Contract 
shall terminate without notice if the subscription fees are not paid within thirty 
(30) days after due date. 


ARTICLE ITI. MEMBER HOSPITALS 


Section 1. The term “Member Hospital” shall mean any non-profit general hos- 
pital with which Hospital Care Corporation has a service contract or agreement 
for the rendering of hospital service as defined by this Contract. 

Section 2. Members may select for hospital service any non-profit general hos 
pital in the State of Ohio and thereupon shall be entitled to and accorded all 
benefits contained in this Contract if available in such hospital, but only such 
Service as may be requested or prescribed by the Member’s attending physician 
or surgeon. In the event the Member shall select a non-profit hospital which 
has failed or refused to contract with Hospital Care Corporation or has violated 
any of the provisions of the contract between such hospital and Hospital Care 
Corporation, then Hospital Care Corporation shall pay to such hospital so se 
lected the charges made for the services rendered by such hospital as requested 
or prescribed by the Member’s attending physician or surgeon in accordance with 
Article V or VI. 

Section 38. The furnishing of hospital service to Members hy Hospital Care 
Corporation is subject to the terms and conditions of the aforesaid contracts and 
agreements. 


ARTICLE IV. HOSPITAL SERVICES IN A MEMBER HOSPITAL 


Section 1. Services Provided. When a Member is admitted to a Member Hospi 
tal as a bed patient, the following services, if available in such hospital, shall be 
rendered upon authorization of the attending physician or surgeon, provided such 
services are a part of and are in conjunction with medical or surgical treatment of 
the illness or conditions for which the Member is hospitalized, and when such 
admission is not for diagnostic purposes only. 

(a) Charges for Room, Board and General Nursing Care, when such services 
are rendered in a room containing five (5) or more beds. 

If the Member occupies a bed in a room containing less than five (5) beds, 
HOSPITAL CARE CORPORATION shall pay an amount equal to the charge 
made by the hospital for Room, Board and General Nursing Care in the type of 
accommodations containing five (5) or more beds in which the hospital has the 
greatest number of beds. 

(b) Use of Operating Room, Delivery Room and Iron Lung: Anesthetic Mate 
rials (not including professional charge for administration) ; Oxygen; Drugs and 
Serums in general use and which are listed in the National Formulary or U. S. 
Pharmacopoeia; other hospital services regularly furnished by the Member 
Hospital and billed to the patient by the Member Hospital. 

(c) In ease of accidents requiring emergency care all services herein provided 
will be available to Members as out-patients (non-bed patients), if necessary and 
furnished in a Member Hospital; and such admission shall be considered as one 
(1) day of hospital service. 

Section 2. Period of Coverage. Each Member shall be entitled to a total of 
seventy (70) days of bed care in a nonprofit general hospital during each con 
secutive twelve (12) months in which this Contract is in force. The days of care 
allowed may consist of one or more periods of hospitalization, but shall not exceed 
a total of seventy (70) days during any such twelve (12) months period, regard 
less of whether rendered in a Member or Non-Member Hospital. 

Section 8. Maternity Care Limitations. Hospital service for pregnancy, child- 
birth or any disease, injury or condition arising therefrom, shall be available to 
the Subscriber or spouse under the Family Contract only, after the lapse of two- 
hundred and seventy (270) consecutive days from the effective date of the 
Family Contract. If Single Contract has been in force as such, and upon marriage 
is changed to Family Contract, maternity benefits shall be available only after 
lapse of two hundred and seventy (270) consecutive days from the effective date 
of the Family Contract. 


ARTICLE V. SERVICES IN OTHER GENERAL HOSPITALS 


Section 1. Out-Patient Services. If, because of an accident, a Member is ad- 
mitted for emergency treatment to an approved non-profit general hospital with 
which Hospital Care Corporation does not have a service contract, and is treated 
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n the out-patient department of such hospital, Hospital Care Corporation shall 
pay the charges for services covered by this Contract up to, but not to exceed, 
twenty-one dollars ($21.00) for such out-patient service. 


Section 2. In-Patient Services. 

(a) If the Member is admitted to a Member Hospital of a Hospital Service 
Plan approved by Hospital Care Corporation, he shall be entitled to the sub 
scriber benefits of said plan for the number of days provided in Article IV of this 
Contract, or the allowance specified in Article V, Section 2 (b), whichever is 
the greater, and shall receive no additional benefits from Hospital Care Corpo- 
ration for such admission. 

(b) Subject to other provisions of this Contract, if a Member is admitted to 
any approved nonprofit general hospital which is neither a Member Hospital of 
Hospital Care Corporation nor of any other approved Hospital Service Plan, 
Hospital Care Corporation shall pay to such hospital for the account of the 
Member a daily allowance for hospital service not to exceed the following 
schedule : 

Per day 


Ist day’s stay ‘ “ $21. 00 
2d day through 7th day, inclusive 9. OO 
Sth day through 21st day, inclusive 8. 50 
22d day through 70th day, inclusive 8. OO 


provided, however, the total payment shall not exceed the total charges for the 
services covered by this Contract. For maternity care in such Non-Member 
Hospitals, the above per diem allowances shall apply to the combined services 
rendered to both mother and infant. 


ARTICLE VI, HOSPITAL SERVICES IN SPECIALIZED HOSPITALS 


Section 1. If a Member is admitted to an approved specialized hospital for the 
treatment of tuberculosis or for the treatment of nervous or mental disease or 
disorder or for the treatment of chronic alcoholism, or drug addiction, the lia 
bility of Hospital Care Corporation shall be limited to one (1) such admission 
whether under this Contract renewal thereof, or subsequent Contract, and Hos 
pital Care Corporation shall pay the charges for services covered by this Con- 
tract up to, but not to exceed, five dollars ($5,00) per day for a period not to 
exceed thirty (30) days. 

Section 2. If a Member is admitted to an approved specialized hospital which 
is not equipped to provide general medical and surgical care, and which spe- 
cializes in the treatment of a specific disease or condition, Hospital Care Cor 
poration shall pay the charges for services covered by this Contract up to, but 
not to exceed, five dollars ($5.00) per day for the number of days’ care to which 
the Member is entitled during the Contract year of admission, but not to exceed 
thirty (30) days. 


ARTICLE VII. CONDITIONS UNDER WHICH SERVICES SHALL BE RENDERED 


Section 1. The Member shall present the Identification Card provided by Hos 
pital Care Corporation, properly signed, when admitted to a _ hospital. 

Section 2. All hospital service furnished is subject to the rules and regulations 
governing admittance to the hospital selected by the Member. 

Section 3. Hospital service shall be rendered only upon the authorization and 
recommendation of a duly licensed physician or surgeon, acceptable to the hos 
pital selected, and the liability of Hospital Care Corporation shall terminate 
upon discharge of the Member from the hospital by the physician or surgeon. 

Section 4. When the Member or the hospital has been advised by the attend- 
ing physician or surgeon that further hospital service is unnecessary and such 
Member remains in the hospital, the Subscriber or Member shall be solely re- 
sponsible to the hospital for all charges incurred thereafter. 

Section 5. By the acceptance of this Contract the Subscriber agrees that all 
information and records concerning diagnosis and treatment of any condition 
for which hospital service is provided by this Contract shall be available to Hos- 
pital Care Corporation, but to be used solely for purposes of determining cover- 
age under this Contract or for statistical analyses. 
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ARTICLE VIII. SERVICES NOT COVERED 


Section 1. Hospital service as defined shall not include (a) fees of anesthe- 
tists, physicians, surgeons, private nurses, or other professional persons; (b) 
ambulance service; (c) services not specifically provided for in Article IV, 
- Section 1 of this Contract: (d) conditions, injuries, or diseases for which in 
indemnification or hospitalization is provided under State or Federal Laws; 
(e) services in a hospital operated by the Federal Government; (f) services in a 
State operated hospital, with the exception of University Hospital, Columbus, 
Ohio: (g) outpatient or ambulatory service, except in case of accidents as pro 
vided in Article IV, Section 1 or Article V, Section 1: (h) the cost of blood or 
plasma; (i) take-home drugs and appliances 

Section 2. This Contract does not provide for care in nursing homes, rest homes, 
convalescent homes, emergency or industrial hospitals, health resorts, homes for 
incurables and institutions maintained primarily for the care of the aged or 
chronically ill. 

Section 3. Hospital service as defined shall not include any of the services 
listed in Article LIV, Section 1 if rendered to a Member admitted for diagnostic 
purposes only. 


ARTICLE IX EPIDEMIC, CATASTROPHE AND GENERAL EMERGENCY PROVISION 


If hospital service as defined herein cannot be furnished by any hospital, by 
reason of an epidemic, catastrophe or general emergency, the Member shall fur- 
nish an affidavit satisfactory to Hospital Care Corporation and on forms fur 
nished by it, setting forth the nature of the illness for which hospitalization was 
sought. The attending physician shall furnish a statement satisfactory to Hos 
pital Care Corporation and on forms furnished by it, verifying the fact that such 
illness or injury required hospital care. At the termination of such epidemic, 
catastrophe or general emergency, the limits of which shall be defined by the 
Board of Trustees of Hospital Care Corporation, each Member who required but 
was unable to secure hospital service during such period and who has filed the 
required forms, shall be entitled to a share in the accumulated special reserve 
fund set aside for Epidemics, Catastrophes and General Emergencies in propor- 
tion to hospital services that should have been rendered if available. 

In no case shall the payment to a Member from this fund exceed five dollars 
($5.00) per day for each day that hospital service was required up to the 
maximum of thirty (30) days of coverage and such payment shall constitute a 
full and final discharge of all obligations of Hospital Care Corporation and the 
Member Hospitals incident to their inability to furnish hospital service. 


ARTICLE X. CHANGES, RENEWAL AND TERMINATION 


Section 1. Hospital Care Corporation may change the terms of this Contract 
with respect to the amount of subscription fees or benefits or otherwise, but no 
such change shall become effective unless notice thereof, as provided in Article 
XI, Section 4, shall be given by Hospital Care Corporation at least thirty (30) 
days prior to the effective date of such change 

Section 2. Renewal of this Contract at the end of any period for which sub- 
scription fees have been paid shall be at the option of Hospital Care Corporation 
and shall be subject to the payment of subscription fees and coverage provisions 
then in force 

Section 3. When a Subscriber ceases to be employed or connected with the 
group with which the Subscriber’s application for a Contract was accepted, the 
Subscriber may continue membership by: (a) becoming re-employed where 
Members already exist as a group; (b) accepting a new Contract, providing for 
payment of the subscription fees direct to the office of Hospital Care Corporation 
in accordance with enrollment regulations and subject to such restrictions and 
rate revisions as may be determined from time to time by the Board of Trustees. 

Section 4. This Contract may be canceled by either party hereto at any time, 
by giving notice thirty (30) days prior to cancellation date, but in the event of 
eancellation of this Contract by Hospital Care Corporation, it shall refund to 
the Subscriber the amount of unearned subscription fees actually paid by the 
Subscriber in advance and such payment shall constitute a full and final discharge 
of all obligations of Hospital Care Corporation and Member Hospitals, arising 
subsequent to date of cancellation. 
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Section 5. Any Member covered by a Family Contract who marries before the 
age of nineteen (19) years or attains the age of nineteen (19) years, shall cease 
to be a Member under the Family Contract. He or she may continue membership 
by applying for a Family Contract within ninety (90) days of marriage or a 
Single Contract, if unmarried, within ninety (90) days of nineteenth (19th) 
birthday in accordance with enrollment regulations 

Section 6. Upon death of the Subscriber, the benefits under this Plan shall be 
available to the surviving Membeis covered by the Contract provided applicatio! 
is made to Hospital Care Corporation within ninety (90) days 


ARTICLE XI. GENERAL PROVISIONS 


Section 1. No person, other than the Subscriber or such eligible Family Mem 


bers as are specifically named in the application or reclassification thereof, is 


entitled to any benefits under this Contract. The Contract is not transferable and 
shall automatically terminate and be forfeited if the Subscriber attempts to 
transfer it, or aids or attempts to aid any other person not covered by this Con 
tract in obtaining any benefits hereunder. 

Section 2. Benefits under this Contract are not assignable. 

Section 3. Any material misrepresentation on the part of the Subscriber in 
making application for this Contract or service hereunder, shall render the 
Contract null and void. Nothing herein contained shall confer upon the Sub- 
scriber any claim, right, action or cause of action, either at law or in equity, 
against Hospital Care Corporation for acts of any hospital in which he or she 
receives care under this Contract. 

Section 4. Any notice given by Hospital Care Corporation under this Contract 
shall be sufficient if mailed to Subscriber at the address appearing on the records 
of Hospital Care Corporation, or if posted for not less than 10 days on the bulletin 


board of the employer of the group with which Subscriber is connected at the 








time of such notice, or if published once in a newspaper of general circulation in 
the county of Subscriber’s residence as the same appears on the records of 
Hospital Care Corporation: such notice shall be deemed to have been given 
as of the date of such mailing, posting or publishing. Any notice given by Sub- 
scriber under this Contract shall be sufficient if mailed to Hospital Care Corpora 
tion at its principal office. 

Section 5. No officer, employee or other person has the power to change the 
terms of this Contract in any way. Any verbal promises made by any officer 
employee or other person, not contained in writing in this Contract, the Identifica 
tion Card and the application for membership or reclassification thereof, shall 
not in any way be binding on Hospital Care Corporation, except as otherwise 
provided by law; it being understood that the Indentification Card, the membet 
ship application or reclassification thereof and this Contract or modification 
thereof constitute the only Contract between the Subscriber and Hospital Care 
Corporation. 


HospITAL CARE CORPORATION 


120-Day Compre hensive Benefit Amendment Attached to and forming a part of 
the Ho pital Care Corporation Cont et 


In consideration of additional fees paid, the contract shall be amended as 
follows: 

1. Article IV, Section 1 (a) shall be amended to read: “Charges for Room and 
Board, including Meals and General Nursing Care, when such services are ren 
dered in a room containing two (2) or more beds. 

“If the Member occupies a bed in a room containing one (1) bed HOSPITAL 
CARE CORPORATION shall pay the charge for Room and Board including Meals 
and General Nursing Care at least equal to but not less than the charge made 
by the hospital for such services in a room containing four (4) beds.” 

2. Article IV, Section 2, shall be amended to read: “PERIOD OF COVERAGE 
Each member shall be entitled to a total of one hundred and twenty (120) days 
of bed care in a nonprofit general hospital for each hospital confinement pro 
vided, however, that unless a period of at least three (3) months (ninety (90) 
days) separates the date of last discharge and the date of readmission the 
days of stay shall be counted as one (1) hospital confinement. The days of care 
allowed shall not exceed a total of one hundred and twenty (120) days during 
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any hospital confinement as provided in the previous sentence, regardless of 
whether rendered in a Member or Non-Member Hospital.” 

3. Article V, Section 1, is amended to read as follows: “If a Member is admitted 
to a Non-Member Hospital because of an emergency accident and treated in the 
out-patient department of such hospital, Hospital Care Corporation shall pay 
the charges for services covered by the Subscriber’s Contract up to, but not to 
exceed, twenty-three dollars ($23.00) for such out-patient service.” 

4. Article V, Section 2 (b), schedule is amended as follows: 


Per day 
“Ist day’s stay eae et el 
2nd day thru 7th day inclusive__ ila il Siosicchuicasttipcdniignidstataee: > 
Sth day thru 21st day inclusive___- eee seem 9.50 
22nd day thru 70th day inclusive_______~- Dé Eh OR AR Ae 
T7ist day thru 120th day inclusive 8. 50” 


The additional benefits provided by this Amendment shall be available only 
to employed groups of Subscribers of a common employer, and shall remain in 
effect only so long as the Subscriber is employed in a group all of whose Hos- 
pital Care Cornoration Members pay the additional fees through the group and 
receive the additional services provided under this Amendment. When this 
Amendment ceases to be in effect the Subscriber shall have the privilege of con- 
tinuing membership in accordance with enrollment regulations in effect at such 
time, and subject to such restrictions and rate revisions as may be determined 
from time to time by the Board of Trustees. 

In Witness Whereof, Hospital Care Corporation has executed this amendment 
to be effective on the date established by Hospital Care Corporation with the 
employer of each employed group of Subscribers. 

Joe H. Ayres, Secretary. 


EXAMPLES OF MORE LIMITED TYPES OF CERTIFICATES 
MEMBERSHIP CERTIFICATE 
Group: Blue Cross—Blue Shield 
This is to certify that the Subscriber named on the application, or any supple- 
mental application, and eligible dependents are entitled to hospital, surgical, 
obstetrical, and related services in accordance with the terms and conditions 
of the application or any supplemental application, the identification card, and the 
provisions set forth in this contract. 
BLUE Cross—BLvUE SHIELD 
ARKANSAS MEDICAL AND HosPITAL SErvICcE, INO. 





President. 





Executive Director. 


Secretary. 





TERMS AND CONDITIONS OF THE CERTTYFICATE 


1. Definitions: That when used in the certificate and application 

(A) “Certificate” means this document. The certificate and application card 
constitute the contract between the Corporation and the certificate holder. 

(B) “Certificate holder” means the individual named as subscriber or employee 
in the application accepted by the Corporation. 

(C) “Dependent” includes the spouse of the certificate holder and their unmar- 
ried children, beyond the age of ninety (90) days, until they attain eighteen (18) 
years of age, if certificate holder has applied for family membership and is paying 
the family “rate.” 

(D) “Participating hospital’ means any hospital which is a party to an 
approved agency contract entered into with the Corporation. 

(E) “Physician” means any physician, licensed in medicine and surgery, author- 
ized to practice in the participating hospital to which the certificate holder or 
eligible dependent is admitted for hospital care. 
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(EF) “Participating physician.” Participating physician shall mean any physi 
cian or surgeon for whom the Corporation has eontracted with for the purpose 
of offering the benefits of medical or surgical service provided in this certilicate 

(G) “Rate” means the amount charged as the consideration for this service 
certificate. 

(H) “Contract year’ means the twelve-month period beginning with the effe 
tive date of this certificate and any subsequent annual period beginning with the 
same date. 

(1) “Obstetrical service” means hospital service for any condition of pregnancy 
and the care of a newborn child during the hospital stay of the mother for 
obstetrical service 

(J) “Hospital service” means such services and benefits as are provided for 
under this certificate in a participating hospital to a bed patient, and furnishing 
the following services only during such time as the certificate holder or eligible 
dependent is under the treatment and care of a physician; and subject, always, to 
the rules and regulations of the hospital selected by the certificate holder or 
eligible dependent, and including only the care of illnesses and injuries acceptable 
to such hospital, namely : 

1. Room accommodations; board; special dietetic service; and general 
nursing service up to and not to exceed $7.00 per day. 
2. Operating room service, delivery room service, cast room and cystoscopic 
room, as often as necessary, each admission. 

8. All laboratory service up to $10.00 and 50% allowance on all charges ror 
laboratory service in excess of $10.00 for each hospital admission. 

4. Drugs and dressings as follows: 

a. All drugs up to $25.00 and 50% allowance on charges for all drugs in 
excess of $25.00, each hospital admission, blood and plasma not included. 

b. “Dressings” shall consist of all surgical dressings and will include all 
dressings and supplies used, such as gauze, cotton, and various fabrics and 
solutions. 

5. Allowance of 50 percent on fees for X-ray services when confined as 
a bed patient in a member hospital; or 50 percent of X-ray services when 
not a bed patient in accident cases only, within twenty-four (24) hours 
of the accident. Plan payment for accident cases not to exceed $15.00. 

6. All oxygen therapy when confined as a bed patient in a participating 
hospital. 

7. Allowance for anesthesia and materials if given by salaried employee 
of participating hospital, up to $10.00 for each administration thereof. 

8. Basal metabolism tests, electrocardiograms and physical therapy while 
a bed patient in a participating hospital. 





(K) “Emergency room services” in out-patient facilities in participating hos 
pitals will be furnished at an established cost but not to exceed a total value 
of $10.00 in any one admission, upon acceptable certificate by the physician 
attending the member or eligible dependent, provided that such services, if in 
connection with an accident are rendered within twenty-four hours following 
such accident for initial visit only, or that such services are rendered for a 
condition actually requiring minor surgical procedure. 

Out-patient care in emergency room facilities does not include any services 
not also included as hospital services in this certificate. 

(L) “Nonparticipating hospital” means any hospital which has not executed 
an approved agency contract with the Corporation. 

(M) “Nonparticipating hospital service’ means hospital care obtained in a 
nonparticipating hospital, only when because of circumstances or because of 
the nature of the illness or injury it is not feasible or practical to travel to 
a participating hospital. Service will not be provided in a nonparticipating 
hospital when there is no emergency, or when a nonparticipating hospital is 
selected by preference or choice. 

(N) “Surgical service.” Surgical service shall mean the following services 
rendered by physicians and surgeons who have contracted with the Corporation 
for the purpose of offering surgical services as set forth in this certificate and 
shall include only the following services when rendered to a certificate holder 
or eligible dependent, namely: 

1. Operative and cutting procedure for the treatment of diseases and injuries, 
administration of anesthetic, X-ray service and treatment of fractures and 
dislocations ; 
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2. Obstetrical services, delivery, and the care of any conditions resulting from 
pregnancy or delivery, are available to the family membership only, and then 
only after such membership has been in effect for ten (10) consecutive months. 
Obstetrical services are in no way construed to mean abnormal conditions of 
pregnancy such as ectopic pregnancies, miscarriages, and similar conditions 
which are recognized as creating problems not incident to full-term normal 
pregnancies. 

II, Payment of rate, term, and forfeiture 

(A) The certificate holder agrees to pay the Corporation the rate stipulated 
as being in force as directed by the Board of Trustees, which rate shall be pay- 
able monthly unless otherwise provided. 

(Bb) This certificate shall constitute an agreement for one year from the 
effective date except that, in the event of change by an increase in rate or service 
charges or a decrease in benefits by action of the Board of Trustees such changes 
will become effective upon thirty (30) days written notice to the subscriber, 
such change or modification to be effective upon the date fixed in the notice. 

Any notice herein provided for shall be conveyed to, and shall be deemed to 
have been received by, the party entitled to receive such notice, if the same is 
deposited in the United States mails, with postage prepaid, addressed to the 
residence, or piace of business, of such party as appearing on the records of the 
Plan. 

Notice of such change or modification shall be deemed sufficient if mailed to 
the Remitting Agent, for the Subscriber’s group, or, in the case of Subscribers 
who are making payments directly to this Plan, if mailed to the Subscriber at 
his address as it appears on the records of the Plan. 

After such notice, the continued payment by the Subscriber of the monthly 
charges shall be conclusive proof of his or her agreement to such change or 
modification. 

(C) At the end of a certilicate year, all rights of any nature whatsoever under 
this certificate for that year shall be fully and finally terminated. Unless the 
certificate holder elects to cancel, this certificate will be automatically continued 
on the service date, subject to the terms and conditions then in force which have 
been adopted by the Board of Trustees, and subject to all other provisions herein 
contained. 

(D) If the rate is not paid within thirty (30) days after it becomes due and 
payable, the certificate is terminated and all the certificate holder's rights there- 
inder are forfeited, and further, the participating hospitals shall not be required 
to furnish service thereunder to any certificate holder or his eligible dependent 
admitted during the thirty-day grace period if its termination is the result of 
the failure of the certificate holder to remit the rate 

(2) In the event the employer or remitting agent fails to collect and remit the 
rate, and a reasonable percentage of the employees, as determined by the Corpora- 
tion, elect to continue membership, they may do so by paying the rate at such 
time and place as the Corporation may determine. 

(F) The issuance of this certificate cancels all previous certificates and all 
rights thereunder between the certificate holder and eligible members of his 
family, and the Corporation. 











I1I. Benefits and conditions of service 

(A) Any certificate holder and eligible dependent is entitled to hospital serv- 
ice (as herein defined) from any one of the participating hospitals as authorized 
) physician, for a period of thirty (30) days for each physical condition re- 
quiring hospital care, subject to exclusions and limitations as set forth in other 
articles of this certificate. 

(B) Obstetrical service (as herein defined) shall be included and available only 
if the certificate holder has applied for family membership, has paid the family 
rate, and has been enrolled for ten (10) consecutive months from the effective 
date of this certificate preceding hospital admission. Obstetrical services under 
no cireumstances are available to individually enrolled certificate holders or 
dependent children of a certificate holder. Obstetrical service includes those 
items of hospital service as set forth in Section 1 (J), but shall only include 
ordinary nursery care for the newborn child during that portion of the hospital 
stay of the mother which is covered by this certificate. Ordinary nursery care 
for the newborn child is not provided if such child is delivered outside the hospi- 
tal. Obstetrical service or hospital service for any condition due to or resulting 
from pregnancy is limited to ten (10) days in any contract year in the aggregate. 
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(C) Hospital service or obstetrical service shall continue only during the time 
that the certificate holder or eligible dependent is under the treatment or care of a 
physician and will end at the time such patient is discharged as a hospital patient 
by the attending physician. Any certificate holder or dependent shall pay any 
hospital charges for services in excess of thos provided in this certificate 

(D) “Tuberculosis, nervous and mental cases”: Regular benefits in member 
fourteen days 


hospitals only to time diagnosis is determined, b not to exceed 





in any case 

E) Quarantinable Cases: Regular benefits in any member hospital. $3.00 
per day for thirty days in non-member hospital, providing in any case the hospital 
can accommodate them. 

(F) LIMITATION FOR ONE DISABILITY Notwithstanding the foregoing 
provisions, surgical services will not be available or allowed under this certificate 
in excess of amount and value of $175.00 in any one contract year for any surgical 
treatment or series of surgical treatments in any case of disability Further 
more, if more than one operation is performed at one time, the total payment will 
not exceed the amount specified for that one of the operations for which the 





largest amount is payable, except that in the case of incidental appendix removal 


when done in conjunction with gynecological procedures in which case payment 
shall be made according to the fee allowable for the gynecological procedure, 
(G) Method of Payment The Corporation will make payment direct to the 


participating physician performing the services provided this certificate, and the 
receinted bill of such participating physician shall be a discharge of obligation 
of the Corporation and shall release the Corporation of and from any and all 
liability to the certificate holder or eligible dependent, as the case may be, with 


respect thereto. 





(H) Participating Physician's Contract Notice is hereby given that each 
participating physician has entered into a written contract with this Corporation 
with respect to surgical services under this certilicate ind all such contracts are 
subject to termination and cancellation by such physicians, respectively, upon 
notice as therein provi 1 In event the contract of an such participating 
physician shall be terminated at any time, this certificate shall not include any 

vices to be performed by such terminating physician after the effective date 
of the termination of such physician’s conti except such services as may 
been commenced before such date of termination, Dut in no case may such services 


extend beyond thirty (30) days from such date of termination 


(1) Subject to the provisions and terms hereof, the certificate holder shall 
at all times be free to seiect for the rendering of services under this certificate 
any Doctor of Medicine who shall be registered with the Corporation as a 
participating physician No attempt sha e made by the Corporation or any 


of its oilicers, directors, or agents to influence the choice of any particular par 
ticipating physician by any certifi For the purpose of determining 
whether a Doctor is a participati the certificate holder shall be 
entitled to rely upon the current by the 
Corporation. A participating physician shall be free to decline to render services 
to a certificate holder in accordance with the custom and practice now prevailing 
in the general practice of medicine. Nothing contained herein shall in anywise 
affect the ordinary relationship that exists in the community between a physician 





‘ipating physicians issued 





and his patient, except, however, as to the waiver of privilege of communication. 
(J) The certificate holder, on behalf of himself and all his eligible dependents, 





agrees that the attending physician, nurse or hospital is authorized to furnish 


the Corporation all information and records or copies of records relating to the 


diagnosis, treatment or care of the certificate | r or eligible dependent. 


IV. Nonparticipating hospital service 





Should the subscriber (or dependent) require hospitalization in a nonmember 
hospital in any part of » Western Hemisphere, the plan will reimburse the 


subscriber (or dependents) up to $6.00 per day for each day hospitalized in such 








nonmember hospital. The subscriber (or dependent) shall furnish to the Plan an 
invoice from a hospital and a certificate from the attending physician or surgeon 
certifying that hospitalization of the patient was necessary, and setting forth the 
diagnosis of the case. In no event, however, shall the subseriber (or dependent) 
be entitled to any hospital service or payment r benefits of any character for 
more than thirty (30) hospital days in any twelv: nth period from the date 


if this contract. 
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V. Surgical services by nonparticipating physicians 
As 

gible dependent included within this certificate, shall receive from a non-partici- 
pating physician any surgical services provided and available to such certificate 
holder or eligible dependent under this certificate within the distance of 30 miles 
of the location of any participating physician, this Corporation will pay for such 
services rendered one-half (144) of the amount which a participating physician 
would have received for the same services subject to all of the limitations, provi 


if, by reason of accident or emergency illness, a certificate holder, or any eli- 


sions and exclusions of this certificate. 

If, by reason of accident or emergency illness, any benefits as defined in this 
certificate may be required from a non-participating physician for services ren 
dered in an area beyond the distance of 30 miles of the location of a participating 
physician, by the certificate holder of his eligible dependents, it is expressly un 
derstood that such non-participating physician may be reimbursed directly by 
this Corporation in an amount not to exceed seventy-five percent (759%) of the 
amount which would be paid to the participating physici:.o for the same services, 


subject to all of the limitations, provisions and exclusiens of this certificate. 


VI. Services not included 
(A) The benefits and services offered and provided by this certificate do not, 
and shall not, in any event, include the following : 

i. Any services for occupational injuries or diseases for a period during 
which the employer is required to furnish service, to any individual covered 
in the application accepted by the Corporation, by the provisions of any 
law enacted by any federal, state, or municipal legislative body, applicable, 
or Which in any way can be made applicable to such individual; nor service 
for occupational accidents, disabilities, or diseases to which the employee is 
entitled by complying with such laws, even though he elects to waive his right 
to such service ; 

2. Services rendered in the treatment of venereal diseases ; 
3. Services for any ailment or physical condition arising from the use of 





drugs or alcohol, after diagnosis as such ; 

4. Services for intentionally self-inflicted injuries, while sane or insane; 

5. Obstetrical services, as herein defined, or childbirth, or trachelorrhaphy 
or perineorrhaphy during the first ten (10) months of the contract. Obstet- 
rical service are available only to certificate holder or spouse after completion 
of such waiting period as holders of family membership ; 

6. Services rendered in the treatment of any congenital defect except when 
existing in the newborn and then only when a certificate holder holds a 
family contract at the time of birth of such child; 

7. Services rendered for any ailment or physical conditions known by the 
certificate holder or eligible dependent to exist prior to the effective date of 
the contract ; 

8S. Hospital services for determining diagnosis only; 

9. Services for the results of injuries or diseases contracted, to which a 
contributing cause was the certificate holder’s or eligible dependent’s attempt 
to commit a felony, or which occur while such person is engaged in an illegal 
occupation; 

10. Removal of tonsils or adenoids during the first twelve months of the 
contract ; 

11. Plastic operations for beautifying or cosmetic purposes not associated 
with other compensable services under this certificates ; 

12. Services rendered in any hospital operated by the United States or any 
agency thereof 

(B) The hospital benefits of this contract do not include the services of 
physicians or surgeons, blood or plasma, services of special duty nurses and their 
board; or other similar items not common to the accepted definition of hospital 
service. Likewise, there shall not be furnished ambulance or other services not 
specified in this contract under heading “Benefits to Subscribers and Dependents.” 

(C) Surgical benefits in this certificate shall not in any event include or provide 
the cost of diagnostic procedures or consultant fees or assistant’s fees except 
those specifically provided in this certificate, hospital charges, nursing fees, cost 
of drugs and appliances, eye-glasses, dentistry, or payments to donors of blood. 
VII. General provisions 

(A) If the subscriber leaves the employ of a concern having an enrolled group 
and is reemployed by another concern having such a group, he shall transfer to 
such group and remit his charges through such group’s remitting agent; but, if 
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he is unemployed, self-employed, or employed by a concern having no enrolled 
group, he may remit his charges direct to the plan during the continuation of his 
contract, subject to such rates and service charges as may be in effect by action 
of the Board of Trustees, 

(B) In the case of a subscriber who holds an individual subscriber contract 
and later marries, the contract may be converted to a Family subscriber con 
tract on the next monthly date after application therefor is received, provided 
such application therefor is received within ninety (80) days after marriage 
Otherwise, the conversion to include the spouse may be made only at the end of a 
contract year. Newly born children shall be covered as dependents under a 
Family subscriber contract on the first monthly date of such contract after the 
child reaches ninety (90) days of age and not before 

(C) The Board of Trustees of the Corporation is authorized to determine the 
services and the charges therefor which will be provided under this certificate 
Any such changes will become effective automatically upon thirty (30) days 
notice to the certificate holder or the respective group treasurers or paymasters 
Increases in benetits or decreases in rates may be made effective at any time 
without notice if the Board of Trustees shall so provide 

(D) This certificate is executed by the Corporation as agent for the particular 
hospital (being one of the participating hospitals herein referred to) and the 
particular physician (being one of the participating physicians herein referred 
to), and upon admission to a hospital selected by the certificate holder under 
the provisions of this contract, and to which he shall be admitted as provided 
for herein, or the selection of a participating physician, all duties, liabilities, and 
responsibilities of all other participating hospitals and participating physicians 
arising out of or in connection with the particular hospital care, or surgical 
orthopedic or obstetrical care or anesthetic administration, for which admission 
has been taken, shall forthwith cease and terminate, and nothing herein contained 
shall confer upon the certificate holder or eligible dependent any claim, right, 
action, or cause of action, either at law or in equity against the Corporation 

(E) The authority of the Corporation to act as agent of the participating ho 
pitals and participating physicians in executing this certificate is conferred upor 
the Corporation under and by virtue of a certain contract ade with each partici 
pating hospital and each participating physician, a copy of which is on file in the 
Corporation’s headquarters 

(F) All service certificates shall be on printed forms and no agent or member 
of the Corporation is authorized to vary or change the form and contract of such 
certificate in any manner or degree 





SCHEDULE OF MAXIMUM FEES ALLOWABLI 


The amounts of fees enumerated are not intended to fix the value of physician's 
services or to relate to such value. Physicians are privileged to charge their 
usual fees for services. 

Kor any operation or procedure not listed in this schedule, Arkansas Med 
and Hospital Service, Inc., reserves the right in its sole discretion to determine 
the amount of fee, if any, to be allowed 


Abdomen: 


\ppencdectomy ints 4 — . $100. 00 
Gastrectomy 150. 00 
Choleecystec omy — . aa aan a 125. 00 
Amputation of 
Thigh is Cais inte: Se 
Leg, entire foot, upper arm, or entire hand ; ol 75. 00 
Fingers or toes, one ae 25. 00 
Each subsequent amputation from same injury ; 10. 00 
Anesthesia: Each administration by qualified anesthetist not employer 
by hospital ; a ¥ 10. 00 
Breast: 
Simple amputation 75. 00 
Radical removal tee! 100. 00 
Removal of benign tumors___--~- ares 35. 00 


Chest : 
Complete thoracoplasty_- 


eon oa nae 150. 00 
Initial induction of artificial pneumothorax 





: . 00 
me ee ai he ables th eiseentiea anak Sls Sia Oe atkins Taal . 00 
EN, deed me cemownen 25. 00 
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Dislocation, reduction of 
Knee_- i elch viceiideialiliboes 
Hip sols Athletes 
Shoulder aise ‘ wai i locale 
Elbow . — 

Lower jaw- . oan 
Collarbone 


For dislocation requiring open operation, additional payment 
will be made according to the seriousness of the case. 

Bar, nose, and throat 
Mastoidectomy: Radical, one side 
Radical, both sides__- 

Fenestration of the labrinth 

Ponsillectomy ar adenoidectomy 

Puncture of antrum in office : : 

Bronchoscopy for removal of foreign body i 


Submucous resection 





R oval of cataract 
Needling of catal 
(y ucoma hite 
i ig on insl ve cles 
R val « eveb: 
Fracture f 
Olect i 


, ' proce 

Tibia 

Lower jaw 

Forearu 

Wrist 

Ankle (both bones 

Finger 

Grea ¢ 

N 
Additional payment for compound fractures and open reduc 
Ss will be ade according to th eriousness of the case. 

l ary 
R oval « l 
Cwe cop) 


lastic on Pelvis or ki ney 

emoval of entire prostate by open operation (complete procedure ) 
moval of prostate by endoscopic means 

ircumcision 

Newbor! 

Child (up to 12 years of age) 


Adult 


Varicocele, cutting operation in hydrocele, excision, or incision, and 
reatme! S ping excepted) 
Orchidect didymectomy) 
Goitre 
Thyroidect omplete procedure ) 





ili procedur or radical cure: 
Single | } 
More than one Herni 
Joints 
\ hro in bai I if 
Arthroplasty joint 
Lig nt lons 
lenote x 
Ss 1 f ns 
Sing 
Max l 1) 


$50. 06 
io. OO 
35. 00 
25. 00 

O00 

. 00 





25. 00 
150. 00 
150. 00 
25. 00 


10. 00 
75. 00 
60, OU 
100. 00 
oo. OO 
100. 00 
TD. OO 


100. 00 


50. 00 
50. 00 
100. OO 
50. 00 
TD. OO 
HO. OO 
5O. OO 
Th. OO 
25. 00 
10. 00 
25. 00 











00 
5. OO 

150. 00 
125. 00 
00 

5. 00 


10. 00 
15. 00 


50. 00 
50. 00 


125. 00 
100. OO 


100. 00 
125. 00 


100. 00 
150. 00 


»~ 


25. OO 


50. 00 
150. 00 





| 
| 








"= 
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Obstetrics and gynecology: 
Holders of the Family Membership Agreement only are entitled to 
any benefits for obstetrical care 


Normal delivery ‘ ‘ $50. 00 
Hysterectory 125. 00 
Dilation and curettage (nonpuerperal) 25. 00 
Caesarean section L100. 00 
Miscarriage with dilation and curettage 25. 00 
Extrauterine pregnancy 100, 00 
Recto-vaginal fistula 125. 00 
Removal of ovary 100. 00 
lrachelorrhaphy) 25. 00 
Paracentesis, tapping of 
Abdomen, chest, spine 10. 00 
For each subsequent paracentesis 5. 00 
Maximum in any one case 25. 00 
Ear drum 5. 00 
Hydrocele 25. OO 
Joint 5 OO 
Rectum : 
Abdomino-}x« rineal resec on L150. OO 
Cutting procedure for radical cure of he rhoids (complete) Oo OO 


Skull: 
Brain tumor —- 175. 00 
“Drill taps” 25. 00 
Spine or spinal cord 
Operation with removal of portion of vertebra or vertebrae (coccyx 








and vertebral processes excepted ) 150. 00 
Spinal fusion ‘i 175. 00 
i rumors 
Removal of by cutting procedure 
j Epithelioma of face (surgical remova proven by biopsy) Za 0. 00 
| Malignant tumor necessitating resection of head and neck) 00 
| Malignancy of tongue 125. 00 
j Benign tumors, one or mort 10. 00 
i Maximum multiple 25. 00 
| Varicose veins 
Complete radical removal of entire saphenous system 75. 00 
Injection treatment 5. 00 
| Not to exceed 25. 00 
I X-ray 
Diagnostic procedure, 50% of cost of services for accidental cases 
first visit within 24 hours of accident, not to exceed 15. 00 
X-ray therapy when used alone, or in conjunction with surgical or 
' medical services: 
Skin condition (per treatment) 3. 00 
Not to exceed 2h. OO 
| Major: 
Cancer of breast, testis, bladder (complete course) 100. 00 
i Cancer of uterus or cervix (complete course) 125. 00 
Epithelioma of face (proven by biopsy) 50. 00 
Cancer, lip (proven by biopsy ) 50. 00 
For ration or procedure not listed t s sel é Arkar Medi 1 He 
tal Se re rves th ght Ss ] ete e tl 
credit be allows 
ASSOCIATED Hosprraus Service, Inc., Stoux Crry, lowa 
SUBSCRIBER’S CERTIFICATE 
This Contract, made between the Subscriber named in the plicatis nd 


Associated Hospitals Service, Inc., a nonprofit corporation, hereinafter referred 
to as the Service Corporation. 


Entitles the Subscriber, in consideration of payment it the pr iling s 
scription rate to have Associated Hospitals Service, Inc., pay for hospital ser s 
as hereinafter defined, rendered to the Subscriber and, if ecked on the applica 


tion, the family of said Subscriber, as hereinafter def ' ‘ f 
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month next following the effective date, subject to renewal for subsequent 
periods of one month, upon and subject to the terms and limitations hereinafter 


set forth 
IN WITNESS WHEREOF, the above agreement has been executed at Sioux City, 


Iowa. 
ASSOCIATED HospiraAts SERVICE, INC, 
H. C. Prart, President. 
Attest: 
[SEAL] S. D. Hurr, Secretary. 


Countersigned by: 
R. W. GLENN, Berecutive Secretary. 


I, DEFINITIONS 
Corporation 
1. The term “corporation” shall mean the Associated Hospitals Service, 
Incorporated 
Individual contract 
2. The term “individual contract” means the contract covering the subseriber 
ly. 


on 


Family contract 

3. The term “family contract” means the contract covering the subscriber, the 
spouse of the subscriber, and the unmarried dependent children of the subscriber 
who have attained the age of ninety (90) days and who have not passed their 


eighteenth birthday. 


Vember 
4. The term “‘member” as used in the contract means any person covered by an 
Individual or Family contract 


Il. EFFECTIVE PERIOD OF BENEFITS 

Contract year 

1. The term “contract year” shall be the period from the original effective 
date, as shown on the records of the corporation, to the corresponding date of the 
succeeding calendar year and from year to year thereafter. The benefits pro- 
vided for in this contract do not start until the effective date assigned by the cor- 
poration and payment is made of the subscription rate. 
2. When a member is confined within a hospital on the date his contract would 


otherwise take effect, it shall take effect on the date the confinement ends. 


III, PARTICIPATING HOSPITALS 

Participating hospital 

1. The term “participating hospital” shall mean any hospital with which this 
corporation has a contract for the rendering of hospital service covered by this 
contract. 
Nonparticipating hospital 

2. The term “nonparticipating’” hospital shall mean any legally constituted 
general, maternity, or acute contagious disease hospital Which does not have an 
agreement with this corporation or member hospital of a reciprocating Blue Cross 
Plan. It shall not mean rest homes, convalescent homes, sanatoriuims, clinics, 
infirmaries, mental or similar institutions whether or not affiliated with par- 
ticipating hospitals. 


IV. BENEFITS IN NONPARTICIPATING HOSPITALS 


If the subscriber or eligible family member is admitted to a nonparticipating 
hospital, the corporation agrees to reimburse the subscriber : 

(a) Up to a total of $6.00 per day toward the hospital's regular charges for 
room service and all other hospital services, not to exceed 30 days for any one 


contract year. 
(b) Hospital days utilized will be chargeable against “days of care” as out 
lined in Section V, paragraph 1, below 
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Vv. BENEFITS IN PARTICIPATING HOSPITALS 


Hospital benefits 

1. Days of care: Not to exceed thirty (30) days for any one contract year 

2. Room allowance in hospital: Up to $5.00 per day credit against any type 
room selected 

8. General nursing services regularly furnished by the hospital. 

4. All special diets. 

5. All operating room service, including catheter trays. 

6. All surgical dressings and casts. 

7. All oxygen. 

8. All drugs, biologicals, and solutions except blood, blood plasma, or blood 
serum used in the hospital, listed in the U. 8. Pharmacopeia, National Formu 
lary, or New and Non-Official Remedies including all supplements to these three 
publications made official, in excess of $15.00, each hospital admission lhe 
charge for the first $15.00 (or any part thereof) shall be the liability of the sub- 
scriber and not of Associated Hospitals Service, Ine 

9. All diathermy and/or physiotherapy. 

10. All basal metabolism tests. 

11. All electrocardiograms. 

12. Laboratory service: Up to $15.00 allowance each hospital admission, in 
eluding pathology. 

X-ray benefits 


13. X-ray examinations not to exceed $15.00 at the hospital’s regular rate for 
such service for each hospital admission 
inesthesia benefits 

14. Administration of anesthesia by a salaried employee of a participating 
hospital, up to $10.00 for each admission (if anesthesia service is not available 
at the hospital, the subscriber, if not a member of Iowa Medical Service, may 
receive a reimbursement of not to exceed $10.00 for the charges of a private 
anesthetist when charge is made by hospital and payment is rendered to same) 


Outpatient service 


15. Each member is entitled to outpatient (monbed patient) hospital surgical 
care or, in case of accident, services furnished within ten (10) days after the 
accident. This care shall be only for items listed under Section V, Paragraphs 
5, 6, and 8. The rendering of such service set out in this paragraph shall count 
as one day, for each day the service is utilized, in the number of days allowed 
under the contract. 


VI. LIMITATIONS 

Obstetrical care 

1. Hospital service for obstetrical cases (ineluding abortion, miscarriage, de- 
livery or any other service required due to pregnahcy) while a bed patient shall 
be paid not to exceed 10 days for any one admission, which shall be included 
as a part of the total number of days to which the member is entitled under 
Section V, paragraph 1 above. Obstetrical cases requiring a major operation 
shall not be limited to 10 days. 

Obstetrical cases are not covered until the contract has been in force nine (9) 
consecutive months as a family contract. Nursery care will be provided up to 
ten (10) days for the new-born. 


Tonsil and adenoid care 


2. Tonsillectomy and adenoidectomy care will not be provided until the con- 
tract has been in force nine (9) consecutive months. 
Special illnesses 

3. Hospital care for alcoholism, venereal diseases, drug addiction, nervous 
and mental cases or tuberculosis cases shall be limited to ten (10) days each 
contract year. All services above described will be furnished only to members 
hospitalized as bed patients. 

4. Hospital service for care or treatment of diseases of tonsils or adenoids, 
varicose veins, hernia, hemorrhoids, asthma, alcoholism, nervous and mental 
disorders, tuberculosis or conditions existing when contract became effective 
are NOT covered unless the patient has been a member for NINE (9) consecutive 
months prior to his admission to the hospital. 
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VII. EXCLUSIONS 


Hospital service to be rendered under this contract shall not include: 
Services of Physicians, surgeons or members of other professions. 
2. Services of special nurses, or cost of special nurses board. 
}. Blood for transfusion, blood plasma, or blood serums, nor blood donors. 
4. Hospital care for occupational injuries or disease for which an employer 


vy hospital service he member by the provisions of any 
law created by a federal, state, municipal or other legislative body, applicable 
* which in any way n be made applicable to the member; or hospital care for 





occupational injuries or diseases to which the employee might be entitled by 
complying with such laws though he elects to waive his rights to such service; 
or hospital care for occupational injuries or diseases where the member has 
received anything therefor from his employer. 

5. Provision of special braces, appliances, ambulatory apparatus, radium treat- 
ments, or x-ray therapy 

6. Service for injury or disease which the member obtains without cost to him 





in th laws or regulations enacted by any federal, state, municipal 
ol ental body. 
does ! cover disability resulting wholly or partly, directly 

0 m injuries sustained or sickness contracted while the subscriber 
is in military, a or naval service, whether in service in the United States or 
elsewhere 

8. Hospital care rendered if hospital admission is primarily for diagnostic 
X-ray, or laboratory ex nations or other diagnostic studies, or primarily for 
phys thera] 

9. Hos care of ] nts not admitted as bed patients except as provided in 
Sect V, pa y LD 

\ i S, TERM AND TERMINATION 

S ption rates 

1. The subscribe crees to pay the corporat monthly rates then in force for 
se es ¢ ked on his application card. The corporation reserves the right 
to change the rate on thirty (30) days or more written notice to the subscriber 
Such change of rate shall become effective on the date fixed in that notice. 
Tern 

2. This contract shall constitute an agreement for one month from its effective 
date and shall be newed thereafter each mont} payment of the monthly 

bscripti rate rr unless notice of electi to terminate the same is 
given by the subscriber to the corporation or by the corporation to the sub 
scriber not less than thirty (30) days prior to the date of termination. 
j inations 

3. The corporation reserves the right to terminate all the contracts of a group 
but shall not terminate this contract as an individual subscriber (except for 
nonpayment of the 1 hly rate or fraudulent use of the contract) as long as 
the subscriber a part of and pays with an enrolled group which the corporation 
elects to cont protect 

4. Failure to pay the monthly rate when due shall cause this contract to 





terminate as of the date of default of this payment and no benefits here- 
under shall be available beyond such date of termination 

5. All rates set forth in this contract or as they may be determined by the 
Board of Directors are subject to the approval of the Commissioner of Insurance 
of the State in which the certificate is issued, 


Transfer of group membership 


6. In case of transfer of a subscriber from one group to another group whose 
members are covered by a contract in the corporation, his benefits may be 
continued upon making the proper monthly payment through the new group. 


Discontinuance of group membership 





7. In case a subscriber leaves a group currently covered by the corporation 
and does not transfer to a group with similar coverage, this contract may be 


continued by making such payment direct to the corporation at a rate and in 
r determined by the Board of Directors of the corporation for sub- 
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scribers of similar classification. The continuation of this contract under the 
terms of this paragraph is subject to termination by the corporation at any 


GENERAL OONDITIONS 


1. The subscriber shall present his latest identification card when applying for 
hospital service 

2. Hospital service will be rendered under this contract only upon the recom 

endation of a physician or surgeon who is duly licensed to practice mer f 
and is acceptable for practice in the participating hospital to which such recor 
mendation is directed, and only during such time as the subs« " s under 
treatment and care of such physician or surgeon Hospital service under this 


contract will not be rendered after notice to the hospital and the subscriber by 
the physician or surgeon attending the subscriber, that further hospitalization 





unnecessary Both the subscriber and the physician or surgeon agree to 
conform to the rules and regulations, including those governing admission 
the hospital to which the subscriber applies f<. admission or is admitted 
hepo ts of se 

3. Each member recei ge service nder this contract consents that the 
diagnosis of the attending physician and the history of the illness and me 





may be furnished to and used by the corporation for its statistical, actuarial, and 
other legitimate purposes, 
issignment 

} The services To he pi vi led nunaer the contract are to the pe rsona benefits 


of the member and cannot be transferred or assigned Any attempt to ass 
this contract shall automatically terminate all rights thereunder 


Change in family status 

». The subscriber shall notify the vorporation of any change in family status 
within thirty (80) days of such change. Coverage for dependent children shall 
cease on date of murriage or the eighteenth (18th) birthday, whichever occurs 
first, and the acceptance of payment for persons no longer eligible for service 
shall not obligate the corporation to provide such service 

6. No action at law or in equity shall be brought against the corporation for 
any claim unless brought within twelve (12) months from the date when cause 


of action accrued, 


Contract 


i. This contract and application shall constitute the entire agreement betwee! 
the parties. No agent or employee of the corporation is authorized to 
udd to, or change this contract as set forth in any manner or degree 


Headings 


8. The headings shall in no way be considered a part of this contract, but are 
inserted only for the purpose of convenience. 


Your “Bive Cross” PLAN Hosprrat Service Contract Is NumMser D 


This contract is of great value to you. Please put is with your other valuable 
papers. 

The contract should not be used in requesting services. For such purposes 
use your Iden. card. 

Do not let your contract lapse. It is not renewable and it affords you pro- 
tection only while kept in force. 
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The “Blue Cross” Plan Operated by 
ILLINoIs HospiTat Service, INc. 
A nonprofit corporation, Rockford, Ill. 


GENERAL CONDITIONS 


I. The benefits are— 


1. Hospital care, in Member hospitals, as the term is used herein, includes: 

A. Bed, board, general nursing service and special dietary services, up to $6.00 
per day ; 

B. Use of operating and delivery room ; 
©. Cast room and systoscopic room ; 

D. Laboratory limited to $25.00 per admission ; 

E. Drugs limited to $25.00 per admission ; 

F’. Dressings ; 

G. X-ray limited to $25.00 per admission ; 

H. Oxygen therapy, 50% provided; 

I. Anesthesia and materials, if given by salaried employee of hospital, $10.00 
per administration ; 

J. Basal metabolism tests; 

K. Electrocardiograms ; 

L. Emergency room services, within 24 hours of accident, or for hospital care 
requiring minor surgery, $10.00 per admission. 

2. Hospital care shall include the care of obstetrical cases only after the sub- 
scription agreement of both parents has been in effect for ten (10) months. 
Obstetrical care is limited to ten (10) days per contract year with a maximum 
of $75.00 for all services and shall include any conditions resulting from preg- 
nancy including nursery care. 

3. The benefits do not include the care of cases relative to the extraction of 
teeth or admission solely for X-ray, laboratory, electrocardiographic and basal 
metabolism examinations, not incidental to necessary hospital bed care required 
at the time of admission nor any other hospitalization solely for diagnostic pur- 
poses. Only the initial hospital services for accident cases that are hospitalized 
within twenty-four (24) hours after the accident are covered. 

4. The benefits included hereunder cover the treatment and care of all illness 
and injuries regularly accepted for treatment by the Member hospital selected 
by the subscriber or dependent, but do not cover acute venereal diseases, charges 
for blood, blood plasma or blood donors, mental or nervous disorders, attempted 
suicide, nor hospital care provided for under the Workmen’s Compensation or 
Occupational Diseases or Employer’s Liability Laws of any State of the United 
States. 

4A. Hospitalization for tuberculosis, quarantinable diseases, alcoholism, and 
venereal disease# (not acute) are covered only in member hospitals located in 
the county in which the subscriber or dependent needing such hospitalization 
resides. 

5. In cases requiring more than 30 days care, the Member hospital agrees to 
allow and the Corporation agrees to pay an allowance of $3.00 per day for an 
udditional 30 days of hospitalization. This allowance applies only to group 
subscribers while in a Member hospital. 

6. The benefits hereunder do not include services of the subscriber's or depen- 
dent’s attending physicians, special nurses, or their board. 

IT. Extent and duration of hospital care 

Hospital care, as defined in Section I, will be furnished on one or more admis- 
sions to one or more member hospitals up to and including, but not exceeding, an 
aggregate of thirty (30) days during any contract year, as a result of such ad- 
mission or admissions occurring during any one contract year, providing service 
thereunder is begun before the expiration date of such contract year. Days hos- 
pitalized in a contract year will be credited to the contract year of admission 
or admissions. If the subscriber or dependent fails to utilize the full time allowed 
for hospital care upon one or more admissions during any one contract year, the 
unused portion shall not accumulate or be available to the subsecriber or depend- 
ent during any succeeding year. 
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III. Subseriber and dependent 


1. The term “subscriber” shall mean any employed individual with whom t 
Hospital Service Corporation (hereinafter called “the Corporation” ) enters into 
a subscription agreement 

2. The term “dependent” shall include only the subscriber's husband, wife, or 
unmarried and unemployed children over thirty (80) days old and until their 
nineteenth birthday, whose names have been listed by the subscriber on his or 
her application. At the beginning of each contract year, the subscriber may with 
draw or add the name of any eligible dependent by executing a supplemental 


application on the forms furnished by the Corporation. 


IV. Member hospitals 

1. The term “member hospital” shall mean each hospital with which the Cor 
poration now has or may hereafter have a contract for the rendering of hospital 
care covered by this certificate 

2. The Corporation will compensate member hospitals for all hospital care 
covered by this Plan which they may render to the subscribers or dependents by 
paying to each such amounts per day of hospital care rendered as may from time 
to time be fixed by the Board of Directors of the Corporation 


b. Private room service 

lL. If a subscriber or dependent desires room accommodations costing more 
than $6.00 per day he may have such accommodations, if available, at the estab 
lished rate charged by the hospital furnishing such accommodations and shall 
receive credit upon such charge of $6.00 for each day during which such accom 
modations are used, not exceeding the time provided by the contract. 

VI. Out of town service 

1. In event that, by reason of accident or emergency illness, any subscriber 
or dependent shall require and receive care in an A. M. A. Approved General Hos- 
pital which is not a member hospital (whether located within or without the 
State of Illinois), then the Corporation shall compensate said nonmember hos 
pital for the hospital’s care so rendered, up to thirty (30) days only, at a rate 
not exceeding $6.25 per day in the case of a subscriber, or dependents. As condi- 
tions precedent to any payment to a nonmember hospital, said hospital shall 
mmediately upon admitting such subscriber or dependent, mail to the Corporation 
the identification card issued to the subscriber or dependent by the Corporation, 
together with a Case History Report: and immediately on discharge of such 
subscriber or dependent, said nonmember hospital shall also furnish, if re- 
quested, the Corporation with an itemized written statement of the hospital care 
rendered such subscriber or dependent and said hospital's charges therefor in 
detail. 

Vil. Conditions 

1. Hospital care shall be rendered under this Plan only upon the request and 
recommendation of a physician or surgeon (other than himself), who is a 
member of the medical staff of, or acceptable to, the hospital selected by the 
subscriber or dependent, and any hospital care hereunder shall continue only 
during such time as the subscriber or dependent is under treatment and care 
of such a physician. 

2. The subscriber or dependent may select any hospital which is a member 
hospital when applying for hospital care. All hospital care to be furnished by 
said member hospital is subject to its rules and regulations, including the rules 
and regulations governing admittance. 

3. The Corporation hereby waives a physical examination of any subscriber 
or dependent as a condition to its acceptance of the subscriber’s application. 
In consideration of such waiver, the subscriber, on behalf of subscriber and each 
dependent, agrees that any physician, nurse or hospital that has made a diagnosis 
or rendered treatment or service in connection with any illness or injury for 
which hospital care is sought or claimed under this Plan may furnish and is 
authorized to furnish to the Corporation at any time upon its request any and 
all information and records or copies of records relating to the diagnosis, treat- 
ment or care of the subscriber or any one of his or her dependents 

4. This Plan does not confer upon any hospital any right to select a physician 
for the subscriber or any dependent. The subscriber or dependent shall be at 
liberty to select his or her physician, provided only that such physician is ac- 
ceptabie for practice in the hospital to which the subscriber or dependent is 
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admitted, and nothing contained in this Plan shall interfere with the ordinary 
relationship between the subscriber or dependent and any such physician. 

5. No application shall become effective as a subscription agreement until 
same is approved by the Corporation, and a contract issued. 


VIIT. Effective period of benefits under this plan 

1. Hospital service (as the term is herein defined) shall be available to the 
subscriber and his or her dependents at 12 noon on the date of the subscriber's 
certificate, except in obstetrical cases. (Se part 2, Sec. 1). 

2. The effective period of each agreement is the period commencing at 12 noon 
on the date of the subscriber’s first certificate and continuing so long as the 

ubscriber pays the charges specified for the subscriber’s contract, unless sooner 

terminated as hereinafter provided. The term “contract year” shall mean the 
period of one year following the date of the subscriber’s certificate and each 
yearly period thereafter during the time the subscription agreement is in effect, 
and shall not mean a calendar year. 

3. The Corporation shall have no obligation to render service to a subscriber 
after he or she has been advised by his or her physician that hospitalization 
is no longer necessary, even though the period of time covered by this contract 
has not been exhausted. 


IX. Termination 

1, In the event of any default in making payments to the Corporation of the 
annual charges, when and as the same becomes due in accordance with the pro- 
visions of the subscription agreement, the subscription agreement with such 
subscriber shall automatically terminate and neither the subscriber nor any of 
his or her dependents shall thereafter be entitled to any further benefits under 
this Plan. 

2. In the event of the death of a subscriber, the benefits under this Plan shall 
continue to be available to his or her dependents for the remainder of the current 
contract year if payment of the charges of the Corporation for such dependents 
is continued as provided in the subscription agreement; but at the end of the 
current contract year said subscription agreement, and all benefits to all de- 
pendents listed therein shall automatically terminate. 


Y. Voluntary termination 

1. Any subscription agreement may be terminated by the subscriber or the 
Corporation at any time by giving twenty (20) days prior written notice to the 
other, provided, however, that the Corporation may not elect to terminate a sub- 
scription agreement prior to the expiration of the current contract year, if at 
the time the subscriber or a dependent shall have applied for hospital care, which 
shall not at the time have been furnished, or shall then be receiving hospital 
eare under a subscription agreement. 

2. In the event that the Corporation shall elect to terminate a subscription 
agreement before the expiration of a contract year, it shall refund to the sub- 
scriber a sum equivalent to the amount of the unearned premium previously 
paid by the subscriber. 


YJ. Conditions making plan inoperative 

1. In case of war, public disaster, general epidemic or other conditions 
occasioning and overcrowding of all member hospitals to such a degree that it is 
impossible for them to provide the hospital care required by the Plan, or in the 
event that all of the member hospitals for any reason are unable to provide such 
care, the responsibility of the Corporation may be discharged by the refund to 
the subscriber, who or whose dependent has actual need of hospital care under 
this Plan and is unable to receive the same from a member hospital, of a sum 
equivalent to the amount of unearned premium which such subscriber has paid 
to the Corporation on account of the current contract year for such subscriber 
or dependent as the case may be, such payment constitutes a full and final dis- 
charge of all obligations of the Corporation under the subscription agreement 
with such subscriber or dependent. 

2. It is expressly understood that the Corporation does not itself undertake 
to furnish any hospital care, but merely to indemnify the subscriber and his or 
her dependents against the cost thereof to the extent hereinbefore specified. 
The Corporation shall not in any event be liable for any act or omission of any 
hospital or such hospital’s agent or employee. 

3. If any child of a subscriber shall marry or attain the age of nineteen (19) 
years, then, on his or her nineteenth birthday and at the end of the period for 
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which payment has been received, the subscription agreement shall automati- 
cally terminate as to such dependent and such child shall thereupon cease to be 
a dependent under this Plan. 


7 


Y/I. Entire agreement between subscriber anc orporation 


1. The subscription agreement and signed application blank constitutes the 
entire agreement between the subscriber or dependents and the Corporation. 
Neither the Corporation nor any officer or agent of the Corporation has any 
authority to change the subscription reement or application blank nor to 
waive any of its provisions. 

IN WITNESS WHEREOF the Corporation has caused these presents to be issued 
by attaching hereto the facsimile signature of its President and attested by the 





tacsimile signature of its Secretary and Executive Director at noon this 
day of , 19 
ILLINOIS HosPrtrat SERVICE, INC. 
KENNETH K. CLARK, 
Director. 
L. E. Caster 
President 
WILLIAM D. KNIGHT, 


seereiary. 


EXAMPLES OF DEDUCTIBLE CERTIFICATES 
HOSPITAL SERVICE CONTRACT 
Multiple Bed Room $25.00 Deductible Service Contract—Group 
This is to certify that the subscriber named on the application or any supple- 
mental application, and eligible members of his family are entitled to hospital 
service in accordance with the terms and conditions of the application or any 


supplemental application, the identification card, the provisions set forth in this 
contract, and the regulations from time to time established by the Minnesota 





Hospital Service Association 


THE MINNESOTA HOSPITAL SERVICE ASSOCIATION 


] 


Organized under the laws of the State of Minnesota as a voluntary nonprofit 
hospital service plan corporation 
Attest : Ws. JORGENSEN, 
President. 
ARTHUR M. DALVIN, 
recut e Dire ctor 
JoHNn D. Marsnx, M. D., 


Necretary 
IERMS AND ¢ pIrTi 


All of the contracting hospitals have contracted with the Minnesota Hospital 
Service Association (hereinafter called Association) to furnish, in their respec- 
tive hospitals, hospital service to participant subscribers 


ARTICLE I, DEFINITIONS 

A. Subscriber The term “subscriber” shall mean an individual with whom 
the Association has entered into a hospital service contr: 

B. Family dependent.—The term “family dependent’ rein shall mean 





the spouse, unmarried son or daughter under 19 years of a subscril 


whose application for this coverage has been accepted 
paid (See Article VI, F, G.) 

C. Participant subscriber The term “participant subscriber” as used herein 
shall mean the subscriber and each of his or her family dependents 

D. Contract—The term “contract” as used herein shall mean the contract 
entered into between the Association and the subscriber and shall consist of the 
application, including any supplemental application, all certifications, the identi- 
fication card, the hospital service contract issued by the Association and amend- 
ments thereto, including the number of days hospital service furnished, benefits, 
limitations and exclusions, and charges for the contract as established from time 
to time by the Association. Aeceptance of the application by the Association is 
evidenced by the issuance of an identification card. See Article X as to amend- 





harges therefor 








ments to this contract. 
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E. Contracting hospital.—The term “contracting hospital” shall mean any hos 
pital with which the Association has a contract which provides that such hospital 
shall furnish hospital service to participant subscribers 

F. Effective date-—The term “effective date” means 12: 01 a. m. of the date, as 
shown on the records of the Association, on which the subscriber’s contract be 
comes effective; such date to be determined by the Association at the time the 
application is accepted 

G. Remitting agent.—The term “remitting agent’ means any individual or any 
organization which has agreed on behalf of the subscriber, to collect or to deduct 
from wages or other services owed to the subscriber or to pay for the subscriber 
the rates payable under the contract and to remit such payments to the Service 
Association. 

H. Maternity case.—The term “maternity case” shall mean all hospital service 
for a normal or abnormal delivery of live or dead fetus during or after the 
seventh month of gestation, and hospital service for a full term or premature 
newborn. (See Article IV, B (a)—Limitations. ) 


ARTICLE II. HOSPITAL SERVICE 


A. The term “hospital service” shall mean furnishing hospital service as set 
out in the Schedule of Benefits and Exclusions (Article IV) to the extent cus- 
tomarily provided by the contracting hospital furnishing the hospital service for 
the number of days set out in the Schedule of Days Hospital Service furnished 
(Article III), to a participant subscriber while a bed patient in a contracting 
hospital (hospital service will be furnished to nonbed patients in a contracting 
hospital when required for minor surgery performed in a hospital by the patient’s 
own doctor of medicine and also for the first admission for emergency treatment 
in accident cases, provided the patient is first admitted to the hospital within 
24 hours after the accident). 

B. Each participant subscriber shall pay to the hospital for each admission 
the allowances made pursuant to the terms of this contract for hospital service 
furnished to him or her up to a total allowance of $25.00. Such payment shall 
not increase the number of days care to which the participant subscriber is en- 
titled under the terms of this contract. 


ARTICLE Ill. SCHEDULE OF DAYS HOSPITAL SERVICE FURNISHED 


A. All participant subscribers shall be entitled, except as limited in B below, 
to 70 days hospital service for each continuous period of hospital confinement 
or disability. A continuous period of hospital confinement or disability shall 
mean a continuous hospital stay or a series of hospital stays where the dates of 
discharge and readmission are separated by less than three (3) months. A 
participant subseriber-will again be entitled, except as limited in B below, to a 
maximum benefit period of 70 days only when there has been a lapse of at least 
three (3) months between the date of last discharge from a hospital and the 
date of readmission. 

B. Not more than 10 days’ hospital service shall be furnished for any ma- 
ternity case, and not more than 30 days’ hospital service shall be furnished for 
tuberculosis or nervous or mental conditions, which days shall count toward 
the 70 days allowed on the contract for each participant subscriber. (See Article 
IV C (8) a). 

C. Each day in which nonbed patient benefits are furnished pursuant to 
Article II counts as 1 day’s hospital service 


ARTICLE IV. SCHEDULE OF BENEFITS, LIMITATIONS AND EXCLUSIONS 


A. Benefits: 

(1) All subscribers and family dependents for whom payment is made on the 
basis of multiple bed room $25.00 deductible group service contract subject to 
the payment required in Article II B shall be entitled to board and room ac- 
commodations (including general nursing service) in a 2 or more bed room or 
an allowance of up to but not exceeding the daily allowance of $10.00 in a 
private room accommodation. 

(2) Operating room service. 

(3) Anesthetic when administered by a salaried employee of the hospital 

(4) X-ray, except x-ray treatment or x-ray therapy. 

(5) Clinical laboratory service. 

(6) Pathological laboratory service. 





HEALTH INQUIRY 241] 


(7) Electrocardiograms 

(S) Physical therapy. 

(9) Oxygen therapy. 

(10) Dressings and plaster casts. 

(11) Drugs, biologicals and solutions used in the hospital and listed in the 
latest edition of the “United States Pharmacopoeia”, “The National Formulary”, 
or “New and Nonofficial Remedies”, except blood and blood plasma. 


B. Limitations: 

Hospital service is limited in the following cases to the extent specified: 

(a) For maternity cases.—Hospital service shall be available 

(1) Only to the participant subscriber who is covered by a contract for which 
the charges have been paid for both the subscriber and family dependents. 

(2) Only if this contract has been in effect for ten consecutive months immedi- 
ately preceding the participant subscriber's admission to the hospital. 

(3) If the participant subscriber has had continuous coverage in a prior con- 
tract with the Association covering maternity cases, maternity benefits provided 
under that contract will be furnished to the participant subscriber during the 
first ten months this contract is in force provided the participant subscriber 
would have been entitled to such benefits if said prior contract was still in 


Torce 

(6) For preeristing conditions Hospital service for any condition hich 
existed before the effective date of the contract will be fur shed only after this 
or a prior contract providing hospital service for such ondition has been in 
effect for ten consecutive months immediately preceding the participant sub 


scriber’s admission to the hospita 


( RHaeclusions: 

(1) Professional services of doctors of medicine 

(2) The cost of special nurse and of special nurse’s accommodations. 
>) Hospital service for: 

a. Tuberculosis and nervous and mental Cases in any hospital that does not 
accept such cases and in any hospital that is not a contracting hospital in a 
Blue Cross Plan approved by the American Hospital Association 

hb. Injuries or diseases where any recovery of damages is made by reason of 
a claim under the Workmen’s Compensation laws of any state or similar Federal 
or State Laws including the Federal and State Employers Liability Acts 

e. Conditions for which hospital service is received in a veterans’, marine, or 





other federal hospital, or to the extent provided by a governmental agency for 
injuries resulting from acts of war 
(4) Hospital service furnished primarily for rest cures and x-ray therapy. 
(5) Outpatient service, except benefits furnished to nonbed patients as de- 
scribed in Article II 


ARTICLE V. SERVICE IN NONCONTRACTING LICENSED HOSPITAI 


\. Reciprocating hospital.—Hospitals of such other Blue Cross Hospital Serv- 
ice Plans as have agreed to provide service benefits to participant subscribers 
of this Association will render to such participant subscribers the service benefits 
of the reciprocating plan for the number of days the participant subscriber is 
entitled to hospital service under this contract, subject to the limitations and 
conditions contained in Articles Il, III, and IV. 

B. Other noncontracting licensed hospitals.—For hospital services as herein 
defined and not excluded by Article IV, furnished in other noncontracting licensed 
hospitals approved by the Association and not included in Article V A, the Asso 
ciation will pay to such other hospitals or to the subscriber as it deems expedient 
the regular charge for such hospital service up to such amounts as are set out 
in the next succeeding paragraph. 

C. Schedule of payments to other noncontracting licensed hospitals.—For and 
during the period a participant subscriber is entitled to and does receive hospital! 
service in such other hospital, the Association, subject to the provisions contained 
in Articles II, III, and IV, will pay the regular charges therefor: 

1. Up to $10.00 per day for board and room allowance (including general 
nursing service) for the number of days provided in Article ITT. 

2. Up to a total of fifteen (15) times the daily board and room allowance to 
ward the hospital's regular charges for those services listed in Article IV A (2) 
through (11), but limited to the period for which such board and room allow 
uneces are made. 








D. Mach day or part thereof hospital servi is furnished in a noncontracting 
hos shall « nt as one day toward the number of days hospital service the 

pit Mill i , 
I tik il cY ‘ is enti ( o in Article Ill 

E. Except lified by this ARTICLE V, hospital service in noncontracting 
ho s is governed by the terms and conditions of this contract 


ARTICLE VI. MISCELLANBOUS PROVISIONS 





A. Ider cation of participant subscrib The participant subscriber shall 
present an identifi on card when applying for hospital service. Claim for 
hospital service under this contract will not be allowed unless presented to the 
\ ation within 30 days after the participant subscriber is discharged from 
the hospital furnishing the service, provided, however, that this requirement is 
waived in those cases where the hospital service is furnished in a contracting 
hospital and ft participant subscriber presents his identification card to the 
hospital upon entering therein No person other than a participant subscriber 
shall be entitled to ar enefits under this contract rhis contract is not trans 
ferable | sha ted if the subs er attempts to transfer or aids o1 


ttempts to aid any person other than a participant subscriber to obtain any 





 s tir if he tal and doctors—R 8 A participant subscriber may 
select any hospital with which the Association has a contract to furnish hospital 
St spital service is subject to the rules and regulations of the hos 
pital se e participant subscriber and includes only the services cus 
tor l { for the care of illnesses and injuries accepted for treatment 
hy 

I nt s scriber and his attending doctor of medicine agrees to 
( ifor to e rules and regulations covering admittance established by the hos 
pital to which plication is made for admission 

This contract does not confer upon any hospital the right to select a doctor of 


medicine for a participant subscribed A participant subscriber shall have the 
liberty to select his doctor of medicine provided only that such doctor of medicine 
be licensed te actice medicine and be acceptable for practice in the hospital to 
Which the participant subscriber is admitted, and nothing contained in this 
contract shall interfere with the ordinary relationship between a participant 
subscriber and any such doctor of medicine selected by a participant subscriber. 
Doctors recor ‘ ation quired Hospital service will be furnished to a 
participant subscriber only upon the recommendation of a duly licensed doctor of 
medicine who is acceptable for practice in the hospital to which such recom- 
mendation is directed and only during such time as the participant subscriber is 
under treatment and care of his doctor of medicine. Hospital service will not be 
furnished after notice by the attending doctor of medicine to the hospital furnish 
il ch hospital service that no further hospital service is necessary. 
D. Records.—HKach participant subscriber authorizes and directs any physician, 
surgeon, or hospital that has attended, examined, or treated the participant 
subscriber, to furnish the Association at any time upon its request, any and all 





information and records or copies of records relating to attendance, examination, 
or treatment rendered to the participant subscriber 
by. Responsibility of particivant subscriber For all hospital service in excess 





limitations se it in the definition of hospital service contained in this 
contract, the participant subscriber shall pay in full to the contracting hospital 
furnishing such services, its regniar charge therefor 

KF, Child who mar or attains 19 years of age—If any son or daughter of 
the subscriber shall marry or attain his 19th birthday, this contract thereupon 
shall terminate as to such son or daughter. He or she may make application for 
a separate contract within sixty (60) days of the date on which the change in 
status occurs, pursuant to the regulations and at the charges from time to time 
established by the Association, 


ARTICLE VII. GENERAL EMERGENCY, EPIDEMIC, OR CATASTROPHE 


If upon request for admittance to any contracting hospital all beds of such 
contracting hospital are occupied, the participant subscriber agrees to apply for 
admission to another contracting hospital to be selected by him. If the partici- 
pant subscriber is unable to procure a bed in any of the contracting hospitals, he 
shall notify the Association and if the Association is unable to procure a bed in 
any contracting hospital, the Association will refund to the participant subscriber 





| 
| 
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he amount of the ual charge paid to the Association under tl 


nt subscribers agree that the payment of such 


a sum equal tot 


contract, and all of the participa 








sum shall be accepted as liquidated lamages and final discharge of tl bligatior 
and liability to furnish hospital service to the participant subscriber w I 
been unable to procure n on to y col ting hospital for the il I 
injury for which he sought admissiorz Excepting as to such ness or injur 


this hospital service contract shall remain in full force and effect 


LRTICLE VIIT. CHARGES 








\. The charges for this contract shall be determined | he Board of Trustee 
of the Association. All such charges shall be due at payable in advance 
the initial charge shall be due and payable on or before the effective date 

B. The Association reserves the right to change the charges made for this 
contract at any time. Such changes in charges shall not be effective until thir 
days after written notice is mailed or delivered to the subscriber or his remitt 
agent as such names and addresses appear on the records of the Associ 

ARTICLE IX. TERMINATION AND CONTINUATI 

\. Default.in payment of charges his co ct sha be terminated if the 
charges are not paid within 10 days after they become due and payable 

B. When subscriber leaves group When a subscriber leaves the employ 
where he has participated in the Hospital Service Group Plan or becormne ine 
gible for membership in a group, his contract shall terminate at the end of ] 
pay nt month in which either of said events occurs 

If such subscriber agail ecoies employed where there is a regular gre 
‘ is eligible, upon application a contract similar to that then being issued t 
that group will be issued to hin There will be no lapse in coverage | id 
the charges for the interim period have been paid regularly ; or 

If such subscriber is ineligible under the preceding paragraph, he may « ‘ 
his contract by paying the increased charges for carrying the contract on a b 
direct basis 

C. By the Association.—This contract may be terminated by t Associatior 

ny time by mailing or aeivering a 60 days writte notices IOSCTip 
‘ i rl g uge ich names a iddress¢ pp n the records « 
ALSsux n 

> contract may be terminated by the Association if the group of whicl 
the holder hereof is a member acquires any other hospitalization prepayment 
coverage, except that if a participant subscriber is then receiving hospital service 
he shall be entitled to the completion the sulject howeve » the terms of 


this contract. Said termination shall be effected without prior notice on the 
date the additional hospital prepayment coverage is effective, or, at the election 
of the Association, on any date subsequent to that effective date upon 30 days 


prior written notice. No hospital service will be fur under this tra 
it ' the termination date, and any payment made hereunder covering a period 
subsequent to such termination shall be refunded 

ki. If this contract is terminated, any advance charges that have been paid 


shall be refunded 





kK. Any subscriber whose « tract shall have been te1 ed ina a er 
upon submission of a new ap ation may be enrolled as a new subscriber | 
the Association at its sole discretion and upon such terms and conditioz 
may determine 

G. No subscriber or family dependent may receive hospital se ce under | 


than one Minnesota Hospital Service Association contract 


ARTICLE X,. CONTRACT CHANGI 


A. The Association may from time to time change the charges for this contract 
or amend it in any other way. Such change or amendment shall not be effective 
until a 380 days’ written notice is mailed or delivered to the subscriber as such 


hame and address appear on the records of the Association; provided, however 





that increases in hospital service or decreases in the charges for this contract 
may be made effective without notice. Copies of this contract and all amend 
ments from time to time made therein following the date of each such amend 
ment will be kept on file at the Home Office of the Association and furnishe 


to the subscriber upon request. 
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B. No agent or employee of the Association is authorized to vary or change any 
of the terms of this contract. 


ARTICLE XI. NOTICE 


Any notice given under this contract shall be sufficient when mailed or 
delivered to the subscriber at his address or his remitting agent at his address 
appearing on the records of the Association 


ARTICLE XII. GROUP ENROLLMENT AND CHANGE OF CONTRACT STATUS 


A. An eligible group means a group of persons enrolled by the Association oa 
an employed group minimum enrollment percentage basis, as determined by the 
Association. 

B. An eligible group may not continue as such if the then prevailing minimum 
enrollment percentage applicable to such eligible group is not maintained. 

Cc. A subscriber may make application for a change of coverage (or change of 


contract status) pursuant to regulations from time to time established by the 


Association. 





SEMIPRIVATE STANDARD $25.00 DepucTIBLE CONTRACT 
Maternity Not Covered on Individual Contracts 
This contract provides for the furnishing of Hospital Service under the terms 
and conditions set forth, and is issued to the person whose name appears on the 
application. (See Section 2 for statement of Hospital Services furnished and 
not furnished.) It is effective on: 


THe CENTRAL HOSPITAL SERVICE ASSOCIATION 


an Ohio Corporation not for profit, having its principal place of business in the 
City of Columbus, Ohio, and herein called the Service Association, issues this 


contract as agent for the following Participating and Cooperating Hospitals: 


PARTICIPATING 


Bethesda, Zanesville Mercy, Mt. Vernon 
Jane M. Case, Delaware Mercy Mem., Urbana 
Children’s, Columbus Mt. Carmel, Columbus 
Chillicothe Mt. St. Mary, Nelsonv’le 
Coshocton Memorial Newark 

Crestline Emergency Oak Hill 

Doctor’s, Columbus Sheltering Arms, Athens 
Good Samaritan, Zanesville St. Ann’s, Columbus 
Grant, Columbus St. Anthony, Columbus 
Hocking Valley, Logan St. Francis, Cambridge 
Holzer, Gallipolis St. Francis, Columbus 
Memorial, Mt. Vernon White Cross, Columbus 


Mercy, Columbus 


COOPERATING 


Berger, Circleville Lawrence Co., Ironton 

Bucyrus City Marion City 

Champaign County, Urbana Mary Rutan, Bellefontaine 

Fayette County, Washington C. H. Morrow Co., Mt. Gilead 

Galion City Union Co., Marysville 

Greenfield Muni. University, Columbus 
Lancaster-Fairfield Wyandot Memorial, Upper Sandusky 


This contract, upon payment of the charges prescribed, entitles the person to 
whom issued, and, if a family contract, said person’s spouse and unmarried 
children from three months to nineteen years of age, to receive Hospital Service 
from any of the Participating or Cooperating Hospitals as provided for herein, 
for a period of one month following the effective date of this contract, and may 
be renewed for each succeeding month, subject to the terms, conditions and limi- 
tations hereinafter set forth. (Within sixty days after the marriage of, or the 
attaining of the age of nineteen by, a child who has been entitled to Hospital 
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Service under the terms of this contract, the person to whom it is issued may have 
the benefits hereof extended to such child under the rules of the Service Associa 
tion.) “Subscriber,” as used herein, unless the context clearly indicates otherwise, 
shall mean each person who is entitled to receive Hospital Service hereunder. 

Section 1. Contract terms. (A) In consideration of the application and payment 
n advance of the subscription fee as scheduled in the application which is hereby 
made a part hereof, the Service Association agrees to furnish Hospital Service to 
the Subscriber, beginning on the effective date of this contract and under the 
terms and conditions hereof and of the application and the supplemental applica- 
tion, if any. The subscription fees to be charged shall be determined from time 
to time by the Service Association and in the event of a change in the amount the 
Subscriber shall be notified at least one month prior to the effective date of such 
change. Renewal of this contract at the end of any monthly period shall be at the 
option of the Service Association. The Subscriber, by making the application for 
and accepting this contract, grants to the Service Association the right to inspect 
all records concerning diagnosis and treatment of any condition for which Hos 
pital Service is provided. 

(B) The first $25.00 of charges for “Hospital Service” as herein defined and 
all charges for services and items not included within such definition shall be 
paid by the Subscriber to the hospital. 

Section 2. Hospital Service. (A) The term “Hospital Service’, as used in this 
contract is defined to mean receiving a Subscriber into a Participating or Co 
operating Hospital (upon the recommendation of a Physician or Surgeon, as pro- 
vided in Section 8) and furnishing to such Subscriber one or more of the items 
or services specified in paragraph (B) of this section. The maximum period Hos 
pital Service shall be furnished each person entitled thereto shall be thirty days 
during each twelve months’ period subsequent to the effective date hereof, whether 
such service be furnished on consecutive days or during several periods of one 
or more days; provided, however, that maternity care shall be furnished for 
only the period specified and under the conditions in said paragraph (B) and the 
period of such care shall be included in computing the said thirty days 

(B) (a) Room accommodations, board and general nursing services in a semi- 
private room containing three beds, (b) use of the operating and delivery room, 
exclusive of the administrative of anesthetics, (¢) dressings and plaster casts, 
(d) drugs listed in the United States Pharmacopoeia, the National Formulary 
and the New and Non-Official Remedies, (e) oxygen and the use of equipment 
for the administration thereof, and (f) blood transfusions including administra 
tion and blood typing, but excluding blood or blood plasma; also (g) laboratory 
examinations, (h) basal metabolism, and (i) x-ray examinations costing not 
more than $15.00 when (g), (h) and (i) are furnished as a part of the Hospital 
Service in the hospital consistent with the condition for which the patient is being 
treated as a bed patient in the hospital. 

Maternity care, including complications of pregnancy and nursery care of the 

ew-born child during the hospital stay of the mother and while the child is in 
the same hospital with the mother provided only that the Subscriber or spouse 
holds a family contract. (Maternity care, including nursery care of the new-born 
child, shall not exceed ten days and shall be furnished only to the person to 
whom this contract is issued or to that person’s spouse. No such care, including 
omplications of pregnancy, shall be furnished until the person to whom this con 
tract is issued has had same for a period of nine consecutive months next 
preceding the patient’s admission to the hospital.) 

Emergency out-patient care excluding x-ray examinations shall be available 
n event of accidental injuries for care rendered within twenty-four hours of 
such aecidental injury and shall be counted as one day 

(C) This Contract does not include as Hospital Service to be furnished here- 
under: (a) services rendered for or any treatment of any condition, ailment or 
accidental injury covered by any Workmen’s Compensation Act or similar legis 
lation, or hospitalization which is furnished to the Subscriber under the laws of 
the United States of America or any State or political subdivision thereof, (b) 
hospital admissions primarily for diagnostic x-ray, basal metabolism tests, elec 
trocardiograms, physiotherapy, hydrotherapy, or laboratory examinations or 
other diagnostic studies, (c) convalescent care or rest cures, (d) services rendered 
for or any treatment of nervous or mental disorders or pulmonary tuberculosis, 
(e) alcoholism and drug addiction, (f) extraction of teeth or other dental proe 
esses, (¢) furnishing blood or blood plasma, (h) radium X-ray therapy or radio- 
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active isotopes, (i) services of Physicians or Surgeons or private-duty nurses, (j) 
ambulance service, (k) out-patient care (except as otherwise specifically pro- 
vided herein) which shall mean services rendered to one who is not regularly 
admitted to a hospital as a bed patient, (1) hospitalization in a Veteran, Military 
or Marine hospital, (m) services rendered in connection with or treatment of 
contagious diseases, or (n) services rendered or treatment furnished within nine 
months after the effective date of this contract for : tonsillectomy, adenoidectomy, 
herniotomy, hemorroidectomy, hysterectomy, salpingectomy, oophorectomy, 
salpingo-oophorectomy, hysteropexy and appendectomy when the appendix is re 
moved at the same time other abdominal surgery is performed. 

Section 3. Admission. Hospital Service will be rendered to the Subscriber only 
upon the recommendation of a Physician or Surgeon who is licensed to practice 
medicine by the State of Ohio and who is acceptable for practice in the Participat- 
ing or Cooperating Hospital to which such recommendation is directed, and only 
during such time as the Subscriber is under the treatment and care of such a 
Physician or Surgeon. 

Section 4. Discharyve. Hospital Service will not be rendered to the Subscriber 
after notice to the Participating or Cooperating Hospital rendering such service, 
by the Physician or Surgeon attending the Subscriber, that further hospitaliza- 
tion is necessary. 

Section 5. Hospital Rules. Both the Subscriber, and the Physician or Surgeon 
attending the Subscriber, agree to conform to the rules and regulations, including 
the rules and regulations governing admittance, of the Participating or Cooperat- 
ing Hospital to which the Subscriber applies for admittance and/or is admitted. 

Section 6. Identification. The Subscriber shall present his card of identifica- 
tion when applying for Hospital Service. 

Section 7. Room Accommodations. A Subscriber choosing to occupy a private 
room, under conditions other than those described in Section 8, will be entitled 
to the benefits hereof, but shall pay the hospital the difference, if any, between 
the hospital’s regular charge for the private room occupied and the hospital's 
charge most frequently made for semi-private beds. 

Section 8. Room Limitations. If, upon request by the Subscriber for admission 
to any Participating or Cooperating Hospital, all beds in the semi-private rooms 
of such hospital should be filled, the subscriber agrees temporarily to accept 
accommodations of a different Classification, which may be either less expensive, 
or more expensive until a bed in a semi-private room is available, at which time 
the Subscriber agrees to be moved into such bed. If all beds of such Participat- 
ing or Cooperating Hospital are occupied, the Subscriber agrees to accept a bed 
in a semi-private room of another Participating or Cooperating Hospital, to be 
selected by him or her, having such a bed available. If a bed in a semi-private 
room is not available in any other Participating or Cooperating Hospital, the 
Subscriber agrees to accept accommodations of a different classification which 
may be either less expensive or more expensive, in a Participating or Cooperat- 
ing Hospital, until a bed in a semi-private room of such Participating or Co- 
operating Hospital is available, at which time the Subscriber agrees to be moved 
into such bed. If, because of the conditions stated herein, accommodations which 
are less expensive are furnished the Subscriber, no adjustment shall be made in 
the subscription fee, and if more expensive accommodations are furnished no 
additional charge shall be made against the Subscriber. If all beds of every 
classification in all Participating and Cooperating Hospitals are filled at the time, 
the Service Association will refund to the Subscriber a sum equal to twice the 
amount of the annual charge under this service contract, and the Subscriber 
agrees to accept said sum as liquidated damages in full and final discharge of 
the obligations and liabilities of each and all of the Participating and Cooperat- 
ing Hospitals hereunder. 

Section 9. Selection of physician. This contract does not confer upon any Par- 
ticipating or Cooperating Hospital any right to select a Physician or Surgeon 
for the Subscriber. The Subscriber shall be at liberty to select the Subscriber’s 
Physician or Surgeon, provided only that such Physician or Surgeon be licensed to 
practice medicine by the State of Ohio and be acceptable for practice in the Par- 
ticipating or Cooperating Hospital to which the Subscriber is admitted, and 
nothing contained in this contract shall interfere with the ordinary relationship 
between the Subscriber and any such Physician or Surgeon selected by the 
Subscriber. 

Section 10. Benefits not transferable. This contract is not transferable and no 
person other than the one who is identified herein as a Subscriber is entitled to 





~~ 
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any benefits hereunder. If this is a family contract and, therefore, by virtue of 
the provisions hereof, more than one person is deemed to be a Subscriber and 
entitled to Hospital Service, one such Subscriber cannot transfer his rights to 
such service to a second Subscriber. This contract and the rights hereunder shall 
be forfeited if any attempt is made to transfer same, 

Section 11. Grace Period. This contract shall be forfeited if the Subscriber fails 
to make any payment within thirty days after the same becomes due and pay 
able. 

Section 12. Hospital Agency. This contract is executed by the Service Associa- 
tion solely as agent for the Participating and Cooperating Hospitals and nothing 
herein contained shall confer upon the Subscriber any claim, right of action or 
cause of action, either at law or in equity, against the Service Association, except 
for its own acts and omissions, The authority of the Service Association to act 
as agent for the Participating and Cooperating Hospitals in executing this con- 
tract is conferred upon the Service Association under and by virtue of a certain 
contract known as the Central Hospital Service Inter-Hospital Agency Contract. 

Section 13. Away From Home, If, because of sudden illness or emergency, the 
Subscriber is unable to reach one of the Participating or Cooperating Hospitals 
and requires and receives Hospital Service in another nonprofit general hospital 
whether situated in the State of Ohio or elsewhere, the Service Association, upon 
receipt of notice and upon making satisfactory arrangements with such nonprofit 
general hospital for rendering Hospital Service to the Subscriber, will pay to 
such hospital up to eleven dollars per day for care in a semiprivate bed. The 
number of days for which such payment is made shall be limited to the maxi 
mum number of days of Hospital Service prescribed in Section 2 hereof and 
shall be deducted from said number of days to determine the remaining number 
of days of such service to which the Subscriber shall be entitled hereunder. 

Section 14. Services in Ohio. Subscribers may select for hospital care any 
non-profit hospital in the State of Ohio, provided that the hospital selected will 
accept the Subscriber for hospitalization under the terms of this agreement and 
thereupon the Subscriber will be entitled to and accorded all of the benefits and 
obligations contained in this agreement. The Service Association will pay to the 
hospital so selected up to eleven dollars per day for all regular hospital services 
including semi-private care. The number of days for which such payment is made 
shall be limited to the maximum number of days of Hospital Service prescribed 
in Section 2 hereof and shall be deducted from said number of days to determine 
the remaining number of days of such service to which the Subscriber shall be 
entitled hereunder. 

The Service Association has certain reciprocity agreements with other Hospital 
Service Associations. By virtue of these reciprocity agreements greater benetits 
will be available to Subscribers in certain localities. Subscribers should request 
information regarding these benefits from any hospital not participating or con- 
tracting with the Service Association or write directly to the Service Association. 

Section 15. Alterations and Notices. All service contracts shall be on printed 
forms which shall be provided by the Service Association. Neither the Service 
Association nor any of its agents or employees is authorized to vary or change 
the form or intent of such contract in any manner or degree except to make 
necessary and proper insertions in blank spaces. No Hospital Service contract 
shall bind the Participating or Cooperating Hospitals to render Hospital Service 
for a period extending beyond one year after the date of its execution or renewal. 
Any notice herein provided for shall be conveyed to, and shall have been deemed 
to have been received by the party entitled to receive such notice, if the same is 
deposited in the United States mails, with postage prepaid, addressed to the 
principal office, place of business or last known address of such party. 

IN WITNESS WHEREOF, The Central Hospital Service Association, by its agent 
duly authorized in the premises, has executed this contract. 

THE CENTRAL HospITaL SERVICE ASSOCIATION 
(as the Agent of the Above Named Participating and Cooperating Hospitals), 
RALPH W. JorDAN, Precutive Vice President 
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EXAMPLES OF NONGROUP CERTIFICATES 
MISSISSIPPI HOSPITAL AND MEDICAL SERVICE 
Jackson, Miss. 

NONGROUP SUBSCRIBER'S CONTRACT 


This is to certify that: 

In consideration of the application for this contract and the payment of fees set 
forth herein, the Mississippi Hospital and Medical Service, a corporation organ- 
ized under the laws of the State of Mississippi hereinafter called the “Plan” does 
hereby agree to provide hospitalization (and surgical benefits wheressurgical 
section hereof is in force) to the extent herein limited and provided to the Sub- 
scriber and his dependents as defined herein. 

A schedule of benefits to Subscriber and Dependents and the terms and condi- 
tions of this contract are set forth with particularity inside this folder. 

The terms and conditions of this contract are fully set forth inside this folder 
in paragraphs numbered I through XIII. 

This contract is issued to the Subscriber named in the application therefor and 
whose name and identification number together with the effective date of this 
contract, appear on the identification card furnished to said Subscriber. 

By the issuance of this contract, the Plan has accepted said application and the 
Subscriber and any Dependent covered hereby are each entitled to the benefits 
of this contract in accordance with the terms, conditions and provisions hereof 
set forth within this folder in numbered paragraphs as hereinabove described. 

IN WITNESS WHEREOF, MISSISSIPPI HOSPITAL AND MEDICAL SERVICE, by its proper 
officers duly authorized, have executed this contract between the Plan and the 
Subscriber. 

Mississtpp1 HosprraL AND MEDICAL Service, 
By W. W. HoLiowe tt, President. 
sy Ricward C. WILiIAMs, Secretary. 
Countersigned ————————c—, Executive Director. 


I. DEFINITIONS 


1. Plan. The term “Plan” as used herein shall mean the Mississippi Hospital 
and Medical Service 

2. Subscriber. The term “Subscriber” as used herein shall mean the person 
to whom this contract is issued. 

8. Dependent. The term “Dependent” as used herein shall mean husband 
or wife, and/or unmarried child or children under 18 years of age, actually 
residing with the Subscriber and dependent upon her or him for support. 

4. Participating Hospital. The term “Participating Hospital” as used herein 
shall mean any hospital with which the Plan now has or may hereafter have a 
contract, said contract to be in effect on date of admission, for the rendering of 
hospital care as provided in this contract. 

5. Hospital Service. The term “Hospital Service’ as used herein shall mean 
receiving a Subscriber or Dependent into a participating hospital and furnish- 
ing to such person the hospital services specified in this contract. 

6. Out-Patient Service. The term “Out-Patient Service” as used herein shall 
mean service rendered to one who is not regularly admitted to the hospital as 
an In-Patient. 


II. SELECTION OF HOSPITAL AND PHYSICIAN 


The Subscriber or Dependents shall have the right to enter any participating 
hospital at any time he or she be entitled to hospital service under this contract. 
Admission, however, in all cases, shall be subject to the rules and regulations of 
the participating hospitals governing the acceptance or admission of patients. 

Hospital Service will be rendered to the Subscriber or Dependents only upon 
the recommendation of a physician or surgeon, who is licensed to practice in the 
hospital to which such recommendation is directed, and only during such time 
as such physician or surgeon recommends hospitalization, 
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Ill. BENEFITS TO SUBSCRIBER AND DEPENDENTS 


The following hospital service is provided to the Subscriber and Dependents 
for the periods of time hereinafter set forth: 

1. Free of Cost: 
(a) Bed and board accommodations not exceeding $6.00 per day for the 

Subscriber and not exceeding $5.00 per day for the Dependent. 

(b) Operating Room. 

(c) Cast Room. 

(d) Cystoscopie Room. 

(e) Basal Metabolism Test. 

(f) Dressings. 

(g) Plaster Casts. 

(hk) General Nursing care and supervision. 

(i) Special diets if needed by patient and ordered by physician. 
(j) Anesthesia—up to $7.50 for any one admission. 

(k) Laboratory—up to $5.00 for any one admission. 

In addition to the above the Plan will pay fifty percent (50%) toward the 
cost of the following services: 

(a) All necessary drugs and prescriptions, including penicillin and hypoder 
mics, listed in the U. S. Pharmacopeia and National Formulary as of 
January 1, 1948, the total paid by the Plan not exceeding $250.00 per 
hospital admission. 

(0) X-Ray services when a bed patient for not less than two hospital days. 

(c) Oxygen Therapy when a bed patient for not less than two hospital days. 

(The above services will be rendered only when the Subscriber or Dependent is 
hospitalized as a bed patient, and when they are needed in relation to the 
condition for which the patient is hospitalized.) 


3. Emergency Room Service, limited to initial care but not covering subse- 
quent emergency room treatments for the same accident. Minor surgical and 
initial treatment of accident cases within 24 hours of accident. 

4. Tuberculosis, Nervous and Mental Cases, 30 days maximum for the life 
of contract and any renewals: in member hospital, regular benefits: $3.00 per 
day in nonmember hospital. (General hospital only, no sanatorium care) ; 
providing in any case, the hospital can accommodate. 

5. Quarantinable Cases: Regular benefits in any member hospitals: $3.00 per 
day for 30 days in non-member hospitals; providing in any case, the hospital can 
accommodate. 

6. Maternity cases and other cases resulting from pregnancy will be admitted 
for hospitalization under the terms of this Contract only when subscriber and 
spouse are both covered under the terms of this contract, and then for a maxi- 
mum total allowance of Five Dollars ($5.00) per hospital day, and then for a 
period of not exceeding ten hospital days in any one confinement. 

7. Tonsils and Adenoid cases are limited to one (1) day’s hospital care for 
each admission. 

The Subscriber or Dependent is entitled to all the above services each time he 
or she is admitted to the hospital, not exceeding a maximum of 30 days hospital 
ization during any “contract year’. In computing the number of days of 
hospitalization, the day of admission shall be counted, but not the day of dis- 
charge. If, however, the Subscriber, or Dependent is admitted and discharged 
on the same day, it shall be counted as one day. 


9 


IV. PERIOD OF HOSPITALIZATION 


The service to be furnished as set forth above will be available for a period or 
periods not exceeding a grand total of thirty (30) hospital days in any twelve- 
month period from the date of this contract, known as the “full coverage” 
period. 


Vv. BENEFITS IN NON-PARTICIPATING HOSPITALS 


(a) Member hospitals of another “Blue Cross Plan” which is approved by 
the American Hospital Association and has entered into a reciprocal agreement 
with this Corporation, will render to eligible subscribers or dependents of this 
Corporation the same type of hospital service to which subscribers or dependents 
of such other Hospital Service Plan are then entitled, in accordance with the 
Agreement between this Corporation and such other Plans, in lieu of all benefits 
provided under Section III herein. 
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(b) If the subscriber or dependent is admitted to a participating hospital of 
another “Blue Cross Plan” which has not entered into a Reciprocal Agreement 
with this Plan this Plan will compensate said hospital according to this Plan’s 
schedule of payments established with its participating hospitals. 

(c) Should the Subscriber or Dependent require hospitalization in a non- 
participating hospital in any part of the Western Hemisphere, which is not a 
participating hospital of a “Blue Cross Plan”, the Plan, will, for the “full cover- 
age” period as described above, reimburse the Subscriber up to $7.00 per day and 
Dependents up to $6.00 per day for each day hospitalized. Maternity care pro- 
vided only when subscriber and spouse both are covered under the terms of this 
contract, and then for a maximum of Five Dollars ($5.00) per hospital day, not 
exceeding ten (10) days in any one confinement. Tonsil and Adenoid cases are 
limited to one (1) day’s hospital care for each admission. The Subscriber or 
Dependent shall furnish to the Plan an invoice from such hospital and a certifi- 
cate from the attending physician or surgeon certifying that hospitalization of 
the patient was necessary. In no event, however, shall the Subscriber or Depend- 
ent be entitled to any hospital service or payments or benefits of any character 
for more than thirty (30) hospital days in any twelve-month period from the 
date of this contract. 


VI. DURATION OF CONTRACT 


This Subscriber’s Contract shall be effective from the date of its issuance 
as that date appears on the records of the Plan for a term of twelve (12) 
months and from year to year thereafter upon payment of the charges due 
and upon compliance with the terms and provisions of this contract or any 
renewal thereof. If this contract is issued to a Subscriber to replace a previous 
contract, this contract shall, as of the date of its issuance, constitute an amend- 
ment to the previous contract during the balance of the current contract year, 
it being understood that the benefits previously received by the Subscriber or 
Dependents during the expired part of said current contract year, shall be 
deducted in computing benefits due under this contract. No person other than 
the Subscriber and/or Dependents shall be entitled to any benefits under this 
contract. IT IS NOT TRANSFERABLE. This contract shall cease and ter- 
minate if the Subscriber fails to pay any dues of Subscriber or any member 
of his family mentioned in the application herefor, within 10 days after same 
becomes due and payable. Indulgence granted at any time or times shall not 
be construed as a waiver of these conditions. 

If the Plan shall continue to accept dues from the Subscriber after the expira- 
tion of his or her “contract year” such acceptance shall effect a renewal of this 
contract for an additional period of one year from the date of such expiration, 
and successive renewals for a yearly period may be made in like manner. 

This contract may be renewed from term to term by the timely payment of 
the fees herein set forth, provided, however, the acceptance of any renewal fees 
shall be optional with the Plan. 

If any child of a Subscriber shall marry, or attain to the age of eighteen (18) 
years or cease to be dependent upon the Subscriber, this contract, upon the 
occurrence of such an event, shall automatically terminate as to such Subscriber’s 
dependent. 


VII. GENERAL CONDITIONS 


The Plan shall not be liable for any fault, act, or omission of any of the partici- 
pating hospitals, or of any other hospital in which the Subscriber or any De- 
pendent may be hospitalized, or of any agent or employee of any such hospitals. 

Any notice herein provided for shall be conveyed to, and shall be deemed to 
have been received by, the party entitled to receive such notice, if the same is 
deposited in the United States mails, with postage prepaid, addressed to such 
party as his address appears on the records of the Plan. 

The Plan reserves the right to change the quarterly charges of this agreement 
upon thirty (30) days written notice to the Subscriber. Such change shall become 
effective on the date fixed in the notice. The Subscriber may notify the Plan 
in writing, not less then fifteen (15) days before the date such change or modifi- 
cation becomes effective, of his desire to discontinue the service. 

Notice of such change shall be deemed sufficient if mailed to the Subscriber at 
his address as it appears on the records of the Plan. 

Each Subscriber and Dependent receiving hospital care under this contract 
authorizes and directs any physician, surgeon, or hospital to furnish to the Plan 
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at any time, upon its request, all information, records, or copies of records relat- 
ing to attendance, examination, or treatment. The Plan will hold such records 
and information as confidential. 


VIII. OVERCROWDED CONDITIONS 


If upon request by a Subscriber or Dependent for admission to a Participating 
Hospital, all beds of the classification designated in the service contract for the 
Subscriber should be filled (or Subseriber or Dependent chooses accommoda- 
tions more expensive or less expensive than those contemplated by this contract) 
the Subscriber or Dependent may elect other accommodations as follows: 

1. Accommodations exceeding the cost of benefits, defined under “Benefits to 
Subscribers and Dependents”, the difference to be paid by Subscriber. 

2. Accommodations carrying a lower rate than the cost of benefits defined 
under “Benefits to Subscribers and Dependents”, the difference to be applied 
toward any portion of hospital charges not covered by this contract (but in no 
case will there be a cash refund to Subscriber or Dependent). 

In case of epidemic or other public disaster, or of other circumstances which 
occasion the overcrowding of the capacity of the participating hospitals to such 
an extent that it is not practicable for any of them to furnish the accommodations 
provided for herein, the Plan will furnish other hospital accommodations, or if 
unable to do so, refund to the Subscriber who may require hospitalization, for 
himself or a Dependent, within the intendment of this contract, the fee paid to 
this Plan by him for himself or Dependents under this contract for the current 
year. Where a portion of the hospital days has been availed of by the Subscriber 
or Dependent a proportionate amount of the fee paid for the current year will 
be refunded. Such refund in either event shall constitute a full and final pay- 
ment and discharge of all obligations under this contract. 


IX. HOSPITAL SERVICES NOT INCLUDED 


Any other provision hereof notwithstanding, no benefits shall accrue hereunder 
to either the Subscriber or dependents on account of : 

(a) Outpatient service. 

(b) Cases covered by Workmen’s Compensation or employer’s liability law. 

(c) Any illness, disease, or infirmity resulting from causes existing prior to 
the issuance of this contract, as to which hospitalization was anticipated or indi- 
cated at the time of the application for this contract. 

(d) Maternity cases, and other cases resulting from pregnancy, until the lapse 
of ten (10) months from the date of this contract and then for a period of not 
exceeding ten (10) hospital days in any one confinement. Maternity cases, and 
other cases resulting from pregnancy, will be admitted for hospitalization under 
the terms of this contract only when husband and wife are both covered under 
the terms of a contract issued by this Plan. 

(e) Services rendered during the first year of coverage for hernia, hemor- 
rhoids, or tonsils and adenoid operations. 

(f) Hospitalization for diagnostic purposes only, where Subscriber or Depend- 
ent does not require bed care except for such diagnosis. 

(7g) Cases treated in any charity, veterans’ or other government institutions 
where charges are not customarily made. 

(h) Services of physicians, surgeons, blood or plasma, electrocardiograms, 
physiotherapy, special nurses and their board, ambulance or other services not 
specified in this contract under heading “Benefits to Subscribers and Depend- 
ents.” 

(i) Rest cures, care for pulmonary tuberculosis, venereal disease, any ailment 
or physicial conditions arising from the improper use of drugs or alcohol and 
mental disorders, after these conditions have been diagnosed as such. 

(Jj) Psychosis (mental disease) in institutions or special departments of hos- 
pitals operated specifically for the treatment of such cases. 

(The foregoing does not prevent, however, the limited benefits provided for 
tuberculosis, nervous and mental cases hereinabove set forth.) 


X. SUBSCRIBER AND DEPENDENTS FEES AND PAYMENTS 


The fees for hospital service under this contract shall be: 

(a) For “Individual Subscriber” Eighteen Dollars ($18.00) per year payable 
$4.50 per quarter in advance, with an additional fee of $1.00 to be charged for the 
first quarter. Hospital care for childbirth or conditions incident to pregnancy 
will not be provided to such Subscriber. 











2422 HEALTH INQUIRY 


(bv) For “Family Subscriber’ and Dependents, Forty-Two Dollars ($42.00) 
per year payable $10.50 per quarter in advance, with an additional fee of $1.00 
to be charged for the first quarter. Hospital care for childbirth or conditions 
incident to pregnancy will be provided ONLY to Subscriber or Subscriber's 
Spouse. 

XI. PRIVILEGE OF CONVERTING 


In the case of a Subscriber who holds an “Individual” Subscriber Contract 
and later marries, the contract may be converted to a “Family” Subscriber Con- 
tract on the next quarterly date after application therefor is received, provided 
such application is received within ninety (90) days after marriage. Otherwise, 
the conversion to include the spouse may be made only at the end of a contract 
year. Newly born children shall be covered as dependents under a “Family” 
Subscriber contract on the first quarterly date of such contract after the child 
reaches ninety (90) days of age and not before. 


XII. CONTRACT COMPLETE 


This contract, and any rider which may be endorsed hereon, and identification 
card constitute the entire agreement between the parties. 

No provision in the charter or bylaws of the Plan not included herein shall 
avoid this contract or be used in evidence in any legal proceeding hereunder. 

No waiver or change of any of the provisions, conditions, or limitations of this 
contract shall be valid unless approved in writing by the Executive Director of 
the Plan and such approval endorsed hereon. 


XIII. SURGICAL CARE SECTION 

1. Definitions: 

(a) Plan. The term “Plan” as used in this section shall mean the Mississippi 
Hospital and Medical Service. 

2. Fees and Payments: 

Subscriber’s additional fees under this section are Ten Dollars and Eighty 
Cents ($10.80) per annum, payable $2.70 per quarter. The additional fee for 
Subscriber, his spouse, and his unmarried dependent children over ninety (90) 
days and under eighteen (18) years of age (which contract shall be known as the 
Family Contract) shall be Twenty-Seven Dollars ($27.00) per annum, payable 
$6.75 per quarter. 

In the event the Hospital Service section and the Surgical Care section are 
taken at the same time, there will be no additional enrollment fee for the Surgical 
section. However, if only the Hospital Service section is in force, then the 
Surgical Care Section shall be stamped “Surgical Care Not Covered,” if the 
Surgical Care section is later desired by the Subscriber (and his or her De 
pendents) it will then be necessary to issue a duplicate contract with both sec 
tions in force and an additional enrollment fee of Fifty Cents (50¢) will be 
charged. 

All fees under this section are payable quarterly in advance, subject to the 
same conditions as provided in the Hospital Service Contract of which this 
section is a part. 

3. Services Included: 

(a) This Plan shall indemnify the Subscriber to the extent only set forth in 
the “Schedule of Indemnification” set forth on the reverse side of this contract, 
toward the cost of surgical services performed for the subscriber and his de- 
pendents, by any physician who is a member in good standing of his local Medical 
Society. 

If the amount payable under this section is not sufficient to pay the entire fee 
charged by the physician, the difference between the total charge and the amount 
payable hereunder shall be the direct and sole obligation of the subscriber. 

(bv) Any married woman, who is covered under the terms of a Family Contract 
as defined above, shall be entitled to indemnity not exceeding Twenty-Five Dol- 
lars ($25.00) (Caesarean Section excepted) for the services of physician during 
any one year of membership for maternity care, which includes prenatal care, 
delivery and postpartum care in childbirth except that no such indemnity shall 
be made during the first ten months of such joint coverage under this section. 

(c) In the event two or more entirely unrelated surgical operations are per- 
formed at different times in the same confinement, reimbursement will be made 
only for the one for which the largest amount of benefits is allowed in the sched- 
ule, plus 50 percent of the amount of benefits provided in the schedule for the one 
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carrying the next largest benefits; provided, in no event shall the total payment 
for operations of one confinement exceed $150.00. In the event more than one 
surgical operation is performed at the same time, reimbursement will be made 
only for the one for which the largest amount is allowed in the annexed schedule 
of indemnification. 

(d) A maximum of One Hundred and Fifty Dollars ($150.00) will be allowed 
as payment for any service or series of services necessitated by the same cause 
during the life of this section, including renewals thereof. 

4. Services not included: 

(a) Services rendered during the first year of coverage for hernia, hemorrhoids, 
or tonsils and adenoid operations. 

(b) Plastic surgery for cosmetic purposes 

(c) Any dentistry or dental surgery. 

(d) Drugs or appliances or nursing fees. 

(e) Any type of osteopathic surgery. 

(f) Volunetary blood donor services or the results thereof. 

(vg) Any X-Ray or Laboratory Services 

(h) Any and all types of medical treatment, it being the intent that this section 
shall cover only surgical procedures 

(i) Cases covered by Workmen’s Compensation and employer's liability laws. 

5. Conditions of payment: 

(a) Assignment. The Plan may make payment directly to the physician per 
forming the surgical service, provided an assignment, in form satisfactory to the 
Plan, of the Subscriber’s claim is made to such physician by the Subscriber 
and furnished to the Plan. 

(b) Notice of Claim. Subscriber shall notify the Plan in writing of any claim 
under this section within thirty (30) days after the inception of such claim. 
Upon failure of the Subscriber to notify the Plan, payment may be refused or a 
percentage of the regular payment provided may be paid at the option of the 
Plan. Provided, however, failure to give notice of claim within the time pro- 
vided shall not invalidate a claim if it be shown that compliance with this pro- 
vision was not reasonably possible and is further shown that notice of claim was 
given as soon as reasonably possible. 

6. General: 

(a) Payments provided for under this section are separate and distinct from 
the hospital services covered by the Hospital Service Contract of which this 
section is a part. 

(bv) This section is subject to all the provisions of the Hospital Service Con- 
tract listed under the caption “General Conditions.” 

(c) The Plan shall not be liable for injuries or damages resulting from the 
negligence, misfeasance, nonfeasance, or malpractice on the part of the physician 
selected by the Subscriber or Dependents 


SCHEDULE OF PAYMENTS FOR SURGICAL PROCEDURES 


The amounts of payments enumerated below are not intended to fix the value 
of physicians’ services nor relate to such value. 
Abdomen : 
Cutting through the abdominal wall for treatment or removal of 
organs in abdominal and pelvic cavities (unless otherwise speci- 


fied below) ni cs - te . $75.00 
Appendectomy_-___- it eae Fac a 75. 00 
Paracentesis —__ i se seit 10. 00 
Abscesses: 
(Requiring Hospital Residency ) al 25. 00 
Carbuncle (massive) excision 20. 00 
Superficial Incision and drainage ‘ 5. 00 
Deep (beneath fascia) -— _-_ : = ¥ 7 10, 00 
Amputations: 
Arm, forearm, hand ; : 50. 00 
Coccyx, excision. : oS ie ha ee : entail 40. 00 
Finger or toe : 15. 00 
Finger or toe, each additional 5. 00 
Hip or shoulder a ; —.. 100.00 


Thigh, leg, ankle, foot 
Arteries and veins: 
Blood transfusions, first 7 ’ 20. 00 


Varicose veins, excision 2 7 ’ 25. 00 


50. OO 
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Bones and joint 


Anthrodesis, large joints_....._____-__~_~ 
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Arthrodesis, small joints.______- 
Arthroplasty, hip, knee, elbow_ 


Arthrotomy 


Brodie’s abscess (osteotomy and drainage) -—__ 
Fractures, United (Inlay or bone graft) 


Breast : 


Mammary gland, excision of tumor for biopsy 


Mastectomy 
Chest: 


Artificial pneumothorax, initial induction____- 


Lobectomy 

Paracentesi 

Thoracoton 
Deformities, cor 


, radical 


bs -—— - - 


Ly bat 
igenital : 


(Indemnity applies only to the newborn when covered by a family 


contract ) 
Club Feet 


Hare-lip and cleft palate__- 


Luxation of hip_- = 


Dislocations: 
Temporo-m: 
Spine, open 
Shoulder 


Elbow, closed 


Finger or t 
oe 
Ankle 


indibular 


oe 


HRar, nose, and throat: 


Nasal septum (submucous resection) 
Laryngoscopy and removal of foreign body 
Tonsillectomy and adenoidectomy 


i Tracheoton 


Mastoid, one side 
th sides_____- 


Mastoid, b« 


Ly 


Anthrotomy, window 


Puncturing 
Eye: 


Foreign body removed from cornea ei, 
Foreign body removed from inside eye or orbit 


eardrum 


Primary suture of lid wounds 


Iridectomy 


Cataract extraction 
Cataract needling 


Detached retina operation 


Muscle operation 


Operation for perforating wounds of the eyeball 


Operation for glaucoma 
Operation for chalazion 
Dacryocystectomy 


Pterygium 
Fractures: 
Skull, oper 
Nasal bones 
Maxilla 
Mandible 
Malar 
Ribs 
Vertebrae 
Humerus 
Radius or 
Radius and 
Carpals, me 
Phalanges, 


itive 


ulna 

ulna = 
-tacarpals 
(finger or toe) 


one 


15. 
100. 
30. 
30. 
D. 
40. 
30. 


80. 
25. 
25. 
40. 
dO 
75 
35. 
10, 
5. 
75. 
10. 
HO. 
60. 
50. 
100. 
7h 
AO. 
DO. 
15. 
AO 
D5 
75. 
15. 
25. 
35 
30. 
10. 
100. 
60. 
30. 


oe. 


© 





00 
OO 
00 
00 
00 
00 
00 


00 
00 
00 
OO 


. 00 
. 00 


Ow 
00 


00 
00 
00 
OO 
00 
00 
OO 


. 00 


00 
8) 
OO 
i) 


00 
00 
00 
Oo 
00 
Oo 
00 
00 
OO 
00 


>». OO 
. 00 
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Fractiures—Continued 


Pelvis —.- lia aaa ee 
Femur, neck, shaft, lower end__------- 
Knee cap-_--- Re oe 
Sipwe ...... Seek sslardeoeh an 
Ankle ~ Se sclnees een ianiiieas aca 


Gynecology : 


Operation strictly intra-vaginal_____-_~- 
Uterine curettement___-..-------~ nil 
Cauterization of cervix................ 
Dr ce etieeas 
SOUND 2o oa an dhe cle edie hints easton denaleeanied 
IC COUNY See ceee oe ited 
a a 
Suspension of uterus Data hesantue acid 2 


iy Re 
Cn * NC nn a crmemeuiane 
Ectopic Pregnancy___-~- 

Miscarriage (including curettage) __- 


Rectum or anus: 


Operation on rectum or anus 


I a a ee ico 


Hemorrhoids, external, single scale diedieahen 
Hemorrhoids, multiple, or internal____- 
Hemorrhoids, thrombosed incision... 


Tendon operations: 
Ruptured biceps, quadriceps, tendo-Achilles 


Fresh tendon sections, hand, forearm, et 
Same, each additional__._._______- 
Old tendon sections___. ~~ 


General surgery: 


Skull, removal of bony structure__-_- 
Excision of organ or part thereof__ 
Herniotomy, any double____-__~~_ 
Herniotomy, any single___- = 
Tumors, malignant, except those of fac e, 
Tumors, malignant, of face, lip or skin__ 
Wounds, superficial suturing______- 7 
Lacerated, involving fascia__ 
Wens, subaceous cysts, excision 


Miscellaneous: 


Cystoscopy adn on dimantiges ena 
ArCcumcision __........... caine 
IN i il cnta i cespstneniidtanineetinine 
Cystoscopy and Pyelogram_- 


Ligation of thyroid arteries not followed by thy roidectomy- 


UIRY 





iced na 
Os Calcis ce : 7 acne ee 
Tarsals and/or metatarsals_-_-_ cies ncaliea e 
Genitourinary : 
Kidney, any operation____~~- tn bein Siclate di —_ 
Cystotomy eiRen ducal hcl sesame lable dives te lla eis sith «doth dbthioneibiieith 
Urethrotomy, external._............. 7 
NI a nn ci eanisannhcaniinomenaed oa wisi ‘ 
Varicocele —~.--- eh ae ; . ‘ 
Orchidectomy___-_---~-- a at sin aiaaie senaeicale aatnenmnniii 
I a Del teenies os enianen etn ersseneoeiabeiniiel sensidiamestiintn 
Prostatectomy (one or more stages) —.-------~ peed ’ oon 
NN acces cess a es ea ln inline trl haters - 
Removal of tumor or stones in ureter or bladder__-- atime 


Obstetrics (only on family contract ‘and then only after 10 months from 
effective date of contract )—Delivery (prenatal and postpartum care) : 
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For surgical procedures not listed in the above schedule, the Subscriber may 
submit detailed report from the surgeon rendering such service, and for such pro- 
cedure the Plan reserves the right to determine the amount of payment, if any, 
to be paid. 
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Tuis Is Your BLivue Cross Noncroup CoNnTRACT 
Series I—Read it Carefully 
ASSOCIATED HosPITAL SERVICE OF ARIZONA 
A nonprofit corporation 


This Is to Certify that the Applicant and Subscribers named on the application 
-ard or Supplemental application cards are entitled to the benefits of the Con- 
tract, in accordance with the terms and conditions of the application or supple 
mental applications, and the provisions set forth in this Contract. 

ASSOCIATED HOsPITAL SERVICE OF ARIZONA, 
J. C. Grxsire, President. 
, Secretary. 





Attest: 
L. Donavtp Lau, Executive Director. 


ARTICLE I. DEFINITIONS 


1. Contract.—Shall mean the Agreement entered into between this Corpora- 
tion and the Applicant, under and by virtue of which Subscribers become en- 
titled to benefits herein, and shall consist of all applications, including all 
supplemental applications of the Applicant, this Contract and all riders and 
waivers attached hereto or subsequently issued, and an Identification Card 
issued by this Corporation, evidencing acceptance of the application. No officer, 
employee, or agent of this Corporation is authorized to vary or change any of 
the terms of these instruments. 

2. Corporation.—Shall mean Blue Cross Plan, Associated Hospital Service 
of Arizona, 

3. Applicant.—Shall mean the person who on behalf of himself only or on 
behalf of himself and the members of his Family Group has made application 
for and with whom this Corporation has entered into this Contract. 

4. Family Group.—Shall mean and comprise the Applicant, his or her spouse 
and their unmarried children between the ages of 90 days and 19 years who are 
dependent upon and residing with the Applicant and whose names are listed 
on the application for the Contract, or on any supplemental application, on their 
behalf, accepted by this Corporation. 

5. Subseriber——Shall mean the Applicant and the members of the Family 
Group, if any. Any Subscriber other than the Applicant and spouse, shall 
automatically cease to be a member of the Family Group and a Subscriber (a) 
at the end of the Contract Year in which he or she attains the age of 19 years 
(b) immediately upon becoming married prior to ataining the age of 19 years 
(c) if and when he or she ceases to live with the Applicant or ceases to be de- 
pendent upon said Applicant. 

6. Effective date-—Shall mean the date on which this Contract becomes ef- 
fective, such date to be entered on the application by this Corporation at the 
time the application is accepted. 

7. Contract year—Shall mean a period of 12 months commencing on the 
Effective Date and each 12-month period thereafter. 

8. Member hospital.—Shall mean any hospital located within the State of 
Arizona with which this Corporation has a contract for the rendering to Sub- 
scribers of Hospital Service under the terms and conditions of this Contract. 

9. Non-Member hospital.—Shall mean (a) Any licensed general hospital ap- 
proved by the Corporation, located outside the State of Arizona. (b) Any 
licensed general hospital approved by the Corporation, located within the State 
of Arizona NOT having a contract with the Corporation. 

10, Bed patient—Shall mean (a) a Subscriber who is admitted to the hos- 
pital as a registered hospital “in-patient,” who occupies and is charged for a 
regular hospital bed, while a patient during the census hour; or (b) one who 
occupies and is charged for such bed for 12 consecutive hours. 

11. Out-patients—Shall mean any Subscriber who receives hospital care or 
services without being admitted to the hospital as a Bed Patient. 

12. Semiprivate accommodations.—Shall mean a room containing not less 
than two nor more than four beds, regardless of the hospital’s classification of 
any such rooms. 
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ARTICLE II. BENEFITS 


1. Hospital service, as used in this Contract shall mean and comprise the 
following and shall be available to a Subscriber in Member Hospitals, when 
such Subscriber is admitted as a Bed Patient: 

A. Semiprivate accommodations 

B. Meals and special diets 

©. General nursing service 

LD). Operating room service 

Bb. Anesthesia Supplies—up to $10.00 per admission 

When consistent with diagnosis and treatment of the condition for which 
hospitalization is required: 

KF. X-ray examinations—up to $15.00 per admission 
G. Clinical laboratory service 

H. Pathological laboratory service 

I. Basal methoblism examinations 

J. Electrocardiograms 

K. Physical therapy 

L. Oxygen therapy 

M. Drugs and medications listed in the United States Pharmacopeia, the 
National Formularly, or New and Non-Official Remedies, when supplied by, and 
for use in the hospital 

N. Dressings and plaster casts 

QO. Biologicals and solutions when suppliesd by and for use in the hospital 

2. In private room accommodations in member hospitals.—a Subscriber, oc 
cupying a private room in a Member Hospital, shall be entitled to the aforesaid 
Hospital Service but the hospital will charge directly to the Subscriber, and the 
Subscriber shall pay directly to such hospital, the difference between the average 
Semi-Private room charge of the hospital and the charge made for the private 
room occupied. The Subscriber may be requested to occupy a private room and 
to pay the difference as outlined above when the case is such that the rules and 
regulations of the hospital require a private room; 

3. In emergency room of member hospital.--An allowance of up to $8.00 per 
admission will be provided to a Subscriber admitted as an Out-Patient, only for 
the first treatment of an accidental injury, provided such care is rendered with 
in 24 hours of the injury. The Subscriber shall pay directly to the hospital 
the difference, if any, between the hospital's total charges and said allowance of 
$8.00. Out-Patient Service in member hospitals will not be provided except 
as stated in this paragraph; 

4. In any accommodations of non-member hospitals.—If any Subscriber, eli- 
gible for benefits hereunder, is hospitalized in a Non-Member Hospital, this 
Corporation will pay to such hospital an allowance of up to $6.00 per day for 
a period not to exceed the maximum full coverage days and up to $3.00 per day 
for a period not to exceed the maximum of 50 percent coverage days, provided 
herein. The Subscriber shall pay directly to the hospital the difference, if 
any, between the hospital's total charges and said allowance. 


ARTICLE III. DURATION OF HOSPITAL SERVICE 


1. Except as the duration and extent of hospital service is limited under Article 
IV hereof, each Subscriber shall be entitled to hospital service for a period not 
to exceed: 

(a) 21 days per admission each Contract Year, hereinafter referred to as 
full coverage days; 

(b) following the full coverage days as stated above, 50-percent allow- 
ance on hospital service will be provided for an additional 90-day period, 
hereinafter referred to as 50 percent coverage days. In computing the 
number of days so available, all hospital admissions for the same or related 
disease, ailment, diagnosis, cause or condition within any one Contract Year 
shall together constitute one admission ; 

2. Payment for hospital service rendered will be made either for the day of 
admission or the day of discharge, but not for both; 

5. If the Subscriber shall remain in the hospital after he has been advised by his 
attending physician that further hospital service is unnecessary, whether or not 
the stipulated days of hospital service herein provided shall have been rendered, 
the Subscriber shall be solely responsible to the hospital for all charges incurred 
after he has been so advised. 
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ARTICLE IV. WAITING PERIODS AND LIMITATIONS 


Hospital service is limited in the following cases to the extents specified : 

1. Subject to the provisions of Article V, Section 6, hospital service shall be 
available to a Subscriber for the following conditions only after he or she has 
been covered under this Contract for 12 full consecutive months preceding the 
hospital admission. 

(a) Treatment of hernia or hemorrhoids ; 

(b) Any injury, disease, ailments, or surgery involving the female repro- 
ductive tract or supporting structures; 

(c) Hospital admissions resulting in the removal of tonsils or adenoids, 
provided further that hospital service resulting in the removal of tonsils 
or adenoids shall be limited for Subscribers under 12 years of age to one 
day of hospital service and for Subscribers of or over 12 years of age to two 
days of Lospital service. 


ARTICLE V. EXCLUSIONS 


Hospital service shall in no event be provided to any Subscriber for the 
following : 

1. Any condition, disease, or ailment covered by the Workmen’s Compensa- 
tion Laws of any State, or the Employers’ Compensation or Liability Acts under 
federal statutes, whether or not the employer or employee has rejected such Acts; 

2. Any services furnished by the Veterans’ Administration or the United 
States Government, or any State or political subdivision thereof; 

3. The services of a physician, surgeon, anesthetist, or of private nurses or 
their board, or ambulance service; 

4. Hospital admissions primarily for diagnostic X-ray, laboratory examina- 
tions, or other diagnostic studies; or primarily for physical therapy; or for rest 
cures, mental or nervous diseases or disorders, venereal diseases, surgery or 
treatment for sterilization or infertility regardless of medical necessity; cir- 
cumecision, pulmonary tuberculosis, alcoholism, drug addiction, wilfully self- 
inflicted injuries, communicable diseases, subject to or requiring isolation or 
quarantine, dentistry or dental surgery; or for hospitalization for cosmetic or 
plastic surgery for any condition which existed on or before the Effective Date 
of this Contract; or for congenital or hereditary conditions; 

5. Maternity care or any condition arising out of or resulting from pregnancy; 

6. Any condition, disease, or ailment which existed on or before the Effective 
Date of this Contract; 

7. Splints, braces, binders, and similar items when taken from the hospital; or 
for blood and blood plasma, or typing of blood donors; 

8. Drugs, biologicals, and serums that must be obtained by the hospital from 
an outside source specifically for the Subscriber on his phisician’s prescription. 


ARTICLE VI. CONDITIONS UNDER WHICH HOSPITAL SERVICE SHALL BE RENDERED 


1. Hospital service shall be rendered under this Contract only upon the recom- 
mendation of a physician or surgeon who is a member of the medical staff of, or 
acceptable to, the hospital selected by the Subscriber ; 

2. All service furnished hereunder is subject to the rules and regulations of 
the hospital selected by the Subscriber, including the rules and regulations 
governing admittance ; 

8. As a condition precedent to the issuance of this Contract, the Applicant and 
each Subscriber covered by this Contract agree that any physician, nurse, or 
hospital having made a diagnosis for, treated, attended, or rendered service to 
any Subscriber, or if in possession of any information or records relating thereto, 
is authorized and directed to furnish to this Corporation at any time, upon re- 
quest, any and all such information and records or copies of records, and the 
Applicant for himself and for each Subscriber covered by this Contract, hereby 
waives all provisions of law or ethics forbidding any physician, hospital or 
other person from disclosing such information, it being understood, however, 
that this Corporation shall treat such information and records so received as 
confidential ; 

4. In the event the Member Hospital is unable to provide Semi-Private Accom- 
modations as defined herein, the Subscriber may be required to occupy a bed in 
either lesser or better accommodations, until such time as Semi-Private Accom- 
modations are available, at which time the Subscriber shall be moved to such 
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Semi-Private Accommodations. No refund or additional charge to the Sub- 
scriber shall be made for any such period. However, if the Subscriber elects to 
occupy better accommodations rather than be moved to Semi-Private Accom- 
modations when they are available, he agrees to pay directly to the hospital the 
difference betwen the hospital’s regular charges for said Semi-Private Accom- 
modations and said better accommodations from day of admittance. 


ARTICLE VII. PAYMENT OF DUES 


1. The amount of dues to be paid by Subscribers or any modification of the 
terms of this Contract shall be determined by the Board of Directors of the Asso- 
ciated Hospital Service of Arizona from time to time; 

2. In the event of a change in the amount of the dues or a modification of the 
terms of this Contract by the Board of Directors, the Applicant shall be notified 
of such change or modification. If the Applicant fails to accept such change or 
modification, his or her Contract shall automatically terminate at the time of 
such change. Notice of such change or modification shall be deemed sufficient 
if mailed to the Applicant at his address as it appears on the records of this 
Corporation. After any such change in the amount of dues or modification of the 
terms of this Contract, the continued payinent by the Applicant of the member 
ship charges due shall be conclusive proof of acceptance of such change or 
modification. 


ARTICLE VIIT. TERMINATION 


1. Upon default of payment of charges when due and in accordance with the 
terms hereof, this Contract shall automatically terminate and a Subscriber shall 
not thereafter be entitled to any further hospital service ; 

2. This Contract shall remain in effect from month to month unless terminated 
by either party hereto, at any time, by giving 20 days’ prior written notice to the 
other, provided, that this Corporation may not elect to terminate a contract if at 
the time the Subscriber shall then be receiving hospital service under this 
Contract ; 

8. Notice of termination of this Contract, if given by this Corporation to the 
Applicant shall be deemed sufficient if and when mailed to the Applicant at his 
address as it appears on the records of this Corporation, and if given by the 
Applicant to this Corporation, if and when mailed to this Corporation at its prin- 
cipal office in Phoenix, Arizona; 

4. In the event that this Corporation or the Applicant shall elect to terminate 
a Contract for a reason other than default of dues, before the end of the Contract 
Year, this Corporation shall refund to the Subscriber a sum equivalent to the 
amount of the membership dues, if any, which have been paid by the Subscriber 
covering the unexpired part of the current Contract Year, and such payment shall 
constitute a full and final discharge of all obligations of this Corporation here 
under ; 

5. After termination of this Contract, no Subscriber shall be entitled to any 
further benefits hereunder ; 

6. Any Contract which shall have terminated in any manner, may be rein 
stated by this Corporation in its sole discretion, upon such terms and conditions 
as it may determine. 


ARTICLE IX. CONDITIONS MAKING THE PLAN INOPERATIVE 


1. In case of war, public disaster, general epidemic, or other conditions ocea- 
sioning overcrowding of all the Member Hospitals to such a degree that it is 
impossible for them to provide hospital service, or in the event that for any reason 
all Member Hospitals are unable to provide such service, this Corporation shall 
compensate Subscribers for illness for which hospital service would otherwise, 
under this Contract, have been provided by this Corporation, by refunding the 
amount of unearned prepaid subscription charges held by this Corporation on the 
date said event occurs; 

2. Payment by this Corporation to the Subscriber in the manner aforesaid shall 
constitute full and final discharge of all obligations of this Corporation hereunder 
for said illness. 


ARTICLE X. MISCELLANEOUS PROVISIONS 


1. The benefits of this Contract are personal to a Subscriber and are in no way 
assignable. 














2430 HEALTH INQUIRY 


2. No Subscriber shall be entitled to share in any reserves or other funds which 
may be accumulated by this Corporation except as the benefits provided here- 
under may be increased by action of the Board of Directors of this Corporation. 

3. The Applicant shall be responsible for the payments of all sales, service, or 
other taxes now or hereinafter imposed by law, and the same shall be paid to 
and collected by the Member Hospital as by law provided. 

4. The Applicant and all Subscribers covered hereunder agree that no action 
at law shall be instituted against this Corporation for any claims unless brought 
within two years from the date of the Subscriber’s discharge from the hospital. 

5. This Corporation shall not be liable unless written notice of admission of 
a Subscriber to a hospital shall be given this Corporation within 30 days after 
such admission. Failure to give such notice shall not invalidate or diminish any 
claim if it shall be shown not to be reasonably possible to give such notice and 
that such notice was given as soon as was reasonably possible. 

6. Payment by this Corporation for hospital service under this Contract shall 
be made to the hospital rendering such service and shall not be in the form of cash 
reimbursement to the Subscriber. 

7. Any Subscriber, claiming any benefit under this Contract, shall present Iden- 
tification Card or required identifying information prior to discharge from any 
hospital in which service may have been rendered before any benefit hereunder 
may become available. 

S. This Contract replaces any and all Contracts which may have been issued 
previously by the Corporation to the Applicant or dependents listed on the appli- 
cation or any supplemental applications, 

%. The original application for membership as well as any supplemental appli- 
cations and riders shall constitute this Contract. 

10. The Corporation has no control over any diagnosis, treatment, or care ren 
dered in a Member Hospital or the methods used in connection therewith, and 
shall not be liable for any negligence, misfeasance, nonfeasance, or malpractice 
on the part of any hospital, nor because of any treatment received therein. 
Neither the Applicant nor any other Subscriber hereunder shall have any right 
against or be entitled to any benefits from the Corporation, except the right to 
receive the benefits herein provided for. 


Effective February 1, 1954, Nongroup Enrollment 


COMPREHENSIVE Hosprrat SERVICE CONTRACT—BLUE CROSS 


NortH Dakota HospiTat Service Contract—Fareo, N. DAK. 
TERMS AND CONDITIONS—GENERAL PROVISIONS FOR ALL PLANS 
AUTHORITY TO ISSUE CONTRACT 


\. This contract is executed by The North Dakota Hospital Service Association 
(hereinafter called Service Association), solely as agent of the participating 
hospitals and nothing herein contained shall confer upon any subscriber any 
claim, right or cause of action, either at law or in equity, against the Service 
Association. The authority of the Service Association to act as agent of the 
participating hospitals in executing this contract is conferred upon the Service 
Association under and by virtue of a certain contract, known as “North Dakota 
Inter-Hospital Agency Contract,” a copy of which is on file and available for 
public inspection at the office of the Service Association. The participating 
hospitals have assumed responsibility to furnish hospital service as herein 
defined, to subscribers. 

B. Neither the Service Association, nor any of its agents or employees, is 
authorized to vary or change any of the terms of this contract, except to make 
necessary and proper insertions in blanks. This contract is not valid unless 
signed by the Executive Director of the Service Association. 


ARTICLE I, DEFINITIONS 


A. Applicant Subscriber.—The term “applicant subscriber,” shall mean a gain- 
fully employed individual named on the application with whom the participating 
hospitals have entered into this hospital service contract, but limited to: 

(a) Persons enrolled before attaining the age of 65 vears. 





4 
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B. Dependent.—The term “dependent” as used herein shall mean an unmarried 
son or daughter who has not attained the age of 19 years and who, by birth or 
legal adoption constitutes the immediate integral member of the applicant sub- 
scriber’s family; or husband of applicant subscriber, residing with the applicant 
subscriber, or a wife of applicant subscriber, but limited to: 

(a) Wife or husband enrolled before attaining the age of 65 years. 

C. Subscriber.—The applicant subscriber and each dependent shall be a sub 
scriber under this contract. 

D. Hospital Service Contract—The term “Hospital Service Contract” shall 
mean the contract entered into between the Association and the applicant sub 
scriber, and shall consist of the application, including any supplemental applica 
tion, the identification card and the hospital service contract issued by the 
Service Association and amendments thereto as agent of the participating hos 
pitals evidencing the acceptance of the application. 

ky. Participating Hospitals.—The term “participating hospitals” shall mean any 
hospital for which this Association is acting as agent under the North Dakota 
Inter-Hospital Agency Contract. 

i’, Maternity Case.—The term “maternity case” shall mean all hospital service 
for a normal or abnormal delivery of live or dead fetus during or after the 
seventh month of gestation, and hospital service for a full term or premature 
newborn, subject to the limtitations prescribed in Article V. 

G. “Ward” Service means several in a hospital room containing three or more 
beds. 


ARTICLE II. HOSPITAL SERVICE 


A. Hospital Service——tThe term “Hospital Service” shall mean furnishing the 
benefits as hereinafter set out, for the number of days hereinafter set out, to a 
subscriber while a bedpatient in a participating hospital (excepting that hospital 
service will be furnished to nonbed patients in a participatng hospital when 
required for minor surgery performed in a hospital by the patient’s own doctor 
of medicine and also in accident cases when necessury and furnished in the hos 
pital during the first admission, provided the patient is first admitted to the 
hospital within 24 hours after the accident 


ARTICLE III. BENEFITS PROVIDED 


“Benefits Period” means (except for obstetrical service, tuberculosis, mental, 
or nervous conditions, as limited in Article V) the first one hundred and twenty 
(120) days of each continuous and uninterrupted hospital confinement. Suc 
cessive hospital confinements shall be deemed to be continuous and uninterrupted 
and to constitute a single confinement for purposes of this contract, if readmission 
to any hospital shall occur within a 90-day period after date of discharge from 
any hospital, either 

A. In Ward accommodations of participating hospitals: subject to the limita 
tions contained in Articles II and V, or excluded in Article VI; or 

B. In Semi-Private (2-bed) accommodations and Private accommodations of 
participating hospitals, subject to the limitations contained in Articles I] and V, 
or excluded in Article VI. 

A subscriber shall be entitled during the Benefit Period to benefits for hospital 
service, as set forth in Article IV, but shall pay directly to the hospital its regular 
charge for bed and board and general nursing service in the Semi-Private or 
Private room occupied for the number of days charged by the hospital to the 
Subscriber less $6.00 to $12.00 per day as specified in the application but not ex 
ceeding the daily allowance ($6.00 to $12.00) for which payment has been 
made; or 

C. In any accommodations of non-participating hospitals. (See Article IX.) 

(a) Schedule of payments to Non-Participating Hospitals. Participating 
hospitals of another Hospital Service Plan which is approved by the American 
Hospital Association and has entered into reciprocal agreement with this Service 
Association, will render to eligible subscribers of this Service Association the 
same type of hospital care to which subscribers of such other Hospital Service 
Plan are then entitled, in lieu of all benefits provided under Articles III and IV, 
subejct to Articles II, V, and VI. 

Subject to other provisions of this contract, subscribers eligible for and re- 
ceiving hospital care in a non-participating hospital, not provided for in the above 


89087—54—pt. 7———34 








HEALTH INQUIRY 


paragraph, may receive a credit up to but not to exceed (from up to $6 to $12 
as specified in the application) per day toward the hospital’s regular charges 
for room services, meals, and general nursing service, up to but not exceeding 
the daily allowance for which payment has been made. In addition, up to ten 
(10) times the daily board and room allowance for which payment has been made 
will be allowed toward the hospital’s regular charges for these services listed 
in Article IV, Benefits (A) through (M) for each hospital admission, but limited 
to the period for which such board and room allowances are made; or 

D. In Hospital Out-Patient Department. 

A subscriber not admitted to the hospital as a registered bed patient, but 
securing emergency treatment in the out-patient department of a participating 
hospial for accidental injury within 24 hours after an accident, or for minor 
surgery performed by the patient’s own doctor shall be entitled to benefits for 
hospital service as set forth in Article IV, subject to the limitations contained 
in Articles II and V, or excluded in Article VI. 


ARTICLE IV. BENEFITS AVAILABLE TO SUBSCRIBERS 


A subscriber who is admitted to a participating hospital, as a bed-patient as 
defined in Article II, shall be entitled to the following benefits for hospital 
services, when consistent with the diagnosis and treatment of the condition for 
which hospitali ation is required, except as limited in Article II and V or ex- 
eluded in Artic'e VI: 

A. Bed, board and general nursing service. 

B. Use of operating and treatment rooms and equipment. 

(. Anesthesia when administered by a hospital employee. 

PD. All drugs and medicines, used during such hospitalization, which shall be 
listed in the “U. S. Pharmacopoeia”, “National Formulary” or “New and Non- 
Official Remedies.” 

E. Dressings, ordinary splints and plaster casts. 

F, Laboratory examination. 

G. Physical therapy. 

H. Oxygen and administration thereof. 

I. Electrocardiograms. 

J. Basal Metabolism tests. 

K. X-ray examinations. 

L. Intravenous solutions and injections 

M. Administration of blood and blood plasma. 


ARTICLE V. LIMITATIONS 
Benefits are Limited in the Following Cases to the BPxtent Specified: 


1. For maternity cases 

(a) Only to the employee or spouse of the employee having Family Coverage, 
and only if such employee or spouse enters the hospital at least nine (9) months 
after the effective date of the Family Coverage. Routine nursing care of the 
newborn during the hospital stay of the mother for maternity care, when the 
mother is eligible for such care, will be paid. Newborn babies with diagnosis 
“Prematurity” or “Feeding Problem” are eligible for benefits if weight at the 
time of mother’s discharge is under 5% pounds. 

(b) Not more than 10 days hospital service shall be furnished for any ma- 
ternity case. 
B. For tuberculosis, nervous, or mental conditions 

(a) Not more than the first thirty (30) days of each continuous and un- 
interrupted hospital confinement for the above illnesses will be allowed. Suc- 
cessive hospital confinements shall be deemed to be continuous and uninterrupted 
and to constitute a single confinement for purposes of this Contract, if readmis- 
sion to a hospital shall occur within a six (6) month period after discharge 
from any hospital. 


C. For preexisting conditions 


Hospital services for any condition which existed before the effective date of 
this contract will be furnished only after this or a prior contract providing hos- 
pital service for such condition has been in effect for twelve (12) continuous 
months immediately preceding the subscriber's admission to the hospital. 
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ARTICLE VI. BENEFITS NOT PROVIDED 


Benefits shall not be provided for: 

A. Hospitalization for the extraction of teeth or other dental treatment. 

B. Hospitalization primarily for: diagnostic studies, observation, X-ray exam- 
ination, laboratory examination, basal metabolism tests, electrocardiograms, 
physical therapy, or hydrotherapy. 

C. Hospitalization for any occupational condition, ailment, or injury arising 
out of and in the cause of employment, or which is furnished to a subscriber 
under the laws of the United States or any state or political subdivision thereof. 

D. Hospitalization in a veterans, marine, army, or naval hospital 

E. Any part of a hospital stay for which the subscriber was admitted prior 
to the effective date of this contract. 

F. Services of physicians, surgeons, and special nurses and their board 

G. X-ray therapy, radium therapy, radium, isotopes, blood and blood plasma 

H. Convalescent, custodial or sanitaria care, or rest cures including admission 
to institutions not providing constant care by licensed physicians and registered 
nurses 


ARTICLE VII. ROOM ACCOMMODATIONS 


If upon request for admittance to any Participating Hospital all beds in such 
hospital should be filled, the subscriber agrees to apply for admission to another 
articipating Hospital to be selected by him or her. If the applicant sub 
scriber is unable to procure a bed in any of the Participating Hospitals, he shall 
notify the Service Association and if the Service Association is unable to procure 
a bed in any Participating Hospital, the Association will refund to the applicant 
subscriber a sum equal to the amount of the annual charge paid to the Association 
under this hospital service contract and the applicant subscriber agrees to accept 
said sum as liquidated damages and final discharge of the obligations and 
liabilities of each and all of the Participating Hospitals hereunder. 


ARTICLE VIII. HOSPITAL ADMITTANCE CONDITIONS 


A. The subscriber shall present the applicant subscriber’s identification card 
properly signed when applying for hospital service. 

B. A subscriber may select any hospital with which the Service Association 
has a contract to furnish hospital service. Bach applicant subscriber and 
dependent and the attending physician and surgeon agrees to conform to the 
rules and regulations covering admittance established by the participating hos- 
pital to which application is made for admission. 

C. Hospital service will be furnished to a subscriber only upon the recom- 
mendation of a duly licensed physician or surgeon who is acceptable for practice 
in the participating hospital to which such recommendation is directed and 
only during such times as the subscriber is under the treatment and care of his 
physician and surgeon. 

D. This contract does not confer upon the Participating Hospital any right to 
select a physician or surgeon for a subscriber. A subscriber shall have the 
liberty to select his physician or surgeon provided only that such physician or 
surgeon be duly licensed to practice medicine and be acceptable for practice 
n the Participating Hospital to which the subscriber is admitted, and nothing 
contained in this contract shall interfere with the ordinary relationship between 
a subscriber and any such physician or surgeon selected by a subscriber. 

E. Hospital service will not be furnished after notice to the Participating 
Hospital furnishing such hospital service by the attending physician or surgeon 
that further hospital service is unnecessary. 

F. The subscriber’s consent that the hospital may furnish the diagnosis of 
the attending physician and the history of such hospitalization to this Association 

G. Subscribers shall not receive any hospital service in any of the Partici 
pating Hospitals except for such period as is certified to be necessary by the 
attending physician. 


ARTICLE IX. SERVICE IN NON-PARTICIPATING HOSPITAI 


When a subscriber, in case of “emergency,” receives hospital service as herein 
defined in a non-participating hospital (which hospital must be approved by the 
American College of Surgeons, or by the American Medical Association, or by the 
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County or component Medical Societies), the Association will pay to such hos- 
pital or to the subscriber as it deems expedient the hospital’s regular charges 
for the services up to such amounts as are set out in the Schedule of Payments 
to Non-Participating Hospitals. 

“Emergency” as used herein shall mean an accident or illness of such character 
that the safety or recovery of the subscriber would be jeopardized unless hos- 
pitalized in a non-participating hospital. 


ARTICLE X. TERMINATION OF COVERAGE AND CONVERSION 


A. Charges for this Hospital Service contract shall be on a quarterly basis 
although provisions may be made as set forth by the applicant subscriber on his 
application for the payment of such charges in monthly, semi-annual, or annual 
installments. 

B. This contract shall be terminated and cancelled without notice if the 
charge therefore is not paid within thirty days after the same becomes due and 
payable. Any subscriber whose contract shall have been terminated in any 
manner, upon submission of a new application may be reenrolled as a new sub- 
scriber by the Service Association at its sole discretion, and upon such terms 
and conditions as it may determine. Such subscriber shall be entitled to hospital 
benefits as a new subscriber. 

C. Subject to the consent and approval of the Service Association, this con- 
tract is renewable automatically each month by the applicant subscriber upon 
payment of the subscription charges by the subscriber and the acceptance thereof 
by the Service Association, subject to the subscription charges and contract pro 
visions in effect on the date of renewal. Any such agreement may be terminated 
by the corporation by giving thirty days prior notice to the subscriber. Any 
such termination shall not affect the right of an applicant subscriber or covered 
dependent then receiving hospital service to the completion of such service under 
the terms of the subscriber's contract. In the event of such termination, this 
corporation shall refund to the subscriber, the subscription charges, if any, which 
shall have been paid by the subscriber for a period beyond the date of such 
termination. Payments of such refund shall constitute a full and final discharge 
of all obligations of the Corporation under this subseriber’s contract. 

I). Notwithstanding the fact that charges for this contract are paid on an 
annual, semi-annual, or quarterly basis the subscription charges and the provi 
sions of the Service contract may be changed at any time and from time to time 
by the Board of Trustees of the Corporation by giving written notice thereof to 
the subscribers, at least thirty days prior to the date on which such change shall 
take effect. Any such change shall not affect the rights of any applicant sub 
scriber or covered dependent who at the time of such change is receiving hospital 
service provided herein to the completion thereof under the terms of the sub 
scriber’s contract. 

EK. An applicant subscriber may make application for a change of coverage 
pursuant to regulations from time to time established by the Service Association 


ARTICLE XI. PERSONS ELIGIBLE FOR BENEFITS 
ADDITION OF DEPENDENTS 


A. No person other than an applicant subscriber or his dependents as defined 
in Article I herein is entitled to any benefits under this contract. This contract 
is not transferable and shall be forfeited if the applicant subscriber attempts to 
transfer or aids or attempts to aid any person other than the applicant sub 
scriber or dependents, to obtain any benefits under it. 

B. The applicant subscriber may change this contract from an individual 
contract to a family contract or vice versa on the renewal of this hospital 
service contract or at a time and manner set forth by the Association’s regula 
tions as from time to time established. 

C. If any child of the applicant subscriber shall marry or attain his or her 
nineteenth (19th) birthday, this contract shall terminate as to such child 30 
days after the marriage or after the child’s 19th birthday. 
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ARTICLE XII. BATES 


Applicant 


ubscriber 


Quarterly 


ard or up to $6 for private and semiprivate 
ard or up to $7 for private and semiprivate 
urd or up to $8 for private and semiprivat 
ard or up to $9 for private and semiprivate 
ard or up to $10 for private and semiprivate 
ard or up to $11 for private and semiprivat 
ard’ or up to $12 for private and semiprivate 


HOSPITAL SERVICE CONTRACT 


The hospitals named herein and all other hospitals having contracts with the 
North Dakota Hospital Service Association to furnish hospital service, sever- 
ally agree to furnish hospital service in any of said hospitals, upon the terms 
and conditions set forth in this contract to the applicant subscriber, and each 
f his dependents as defined herein 

The application and all statements and conditons named theein except the 
rates payable to the Association (which applicable rates are set forth on the 
reverse hereof) and the other terms and conditions appearing on the reverse 
side hereof are made a part of this contract. 

The effective date of this contract, the name of the applicant subscriber listed 
on the application on file in the Association’s office, and the specific Plan appli- 
cable to him, are shown on the applicant subscriber's Blue Cross identification 
card. 

The issuance of this contract terminates all previous contracts and all rights 
thereunder between the applicant subscriber and dependent subscribers and the 
North Dakota Hospital Service Association, provided, however, that continuous 
membership under a prior contract now in force shall apply on waiting periods 
available under this contract and provided further that the right to the payment 


of hospital benefits payable under any prior contract is not impaired 
IN WITNESS WHEREOF, the North Dakota Hospital Service Association, by its 
igent duly authorized in the premises, has executed his contract 


NorkTH DAKOTA HOSPITAL SERVICE ASSOCIATION, 
AS AGENT FOR PARTICIPATING HOSPITALS, 
DoNALD E. EAGies, Precutive Director. 


MEMBERSHIP CERTIFICATE 
Nongroup—Blue Cross-Blue Shield 


This is to certify that the Subscriber named on the application, or any supple- 
mental application, and eligible dependents are entitled to hospital, surgical, ob- 
stetrical and related services in accordance with the terms and conditions of the 
application or any supplemental application, the identification card, and the 
provisions set forth in this contract. 

ARKANSAS MEDICAL AND HospITAL Service, INC., 
Eviery ©. Gay, M. D., President 

J. L. REDBEFFER, Executive Director. 

JOHN C. Row ann, Secretary. 


I. DEFINITIONS: THAT WHEN USED IN THE CERTIFICATE AND APPLICATION 


(A) “Certificate” means this document. The certificate, application and iden 
tification card constitute the contract between the Corporation and the certificate 
holder. 

(B) “Certificate holder” means the individual under 65 years of age named as 
subscriber in the application accepted by the Corporation. 

(©) “Dependent” includes the spouse of the certificate holder under 65 years 
of age and their unmarried children, beyond the age of ninety (90) days, until 
they attain eighteen (18) years of age, if certificate holder has applied for family 
membership and is paying the family “rate.” 
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(D) “Participating hospital” means any hospital which is a party to an 
approved agency contract entered into with the Corporation. 

(E) “Physician” means any physician, licensed in medicine and surgery, 
authorized to practice in the participating hospital to which the certificate holder 
or eligible dependent is admitted for hospital care. 

(F) “Participating physician.” Particigating physician shall mean any 
physician or surgeon for whom the Corporation has contracted with for the pur- 
pose of offering the benefits of medical or surgical service provided in this 
certificate. 

(G) “Rate” means the amount charged as the consideration for this service 
certificate. 

(H) “Contract year’’ means the twelve-month period beginning with the 
effective date of this certificate and any subsequent annual period beginning with 
the same date. 

(1) “Obstetrical service” means hospital service for any condition of preg- 
nancy and the care of a newborn child during the hospital stay of the mother for 
obstetrical service. 

(J) “Hospital service” means such services and benefits as are provided for 
under this certificate in a participating hospital to a bed patient, and furnishing 
the following services only during such time as the certificate holder or eligible 
dependent is under the treatment and care of a physician; and subject always, to 
the rules and regulations of the hospital selected by the certificate holder or 
eligible dependent, and including only the care of illnesses and injuries acceptable 
to such hospital, namely : 

1. Room accommodations; board; special dietetic service; and general 
nursing service up to and not to exceed $7.00 per day. 

2. Operating room service, delivery room service, cast room and cysto- 
scopic room, as often as necessary, each admission. 

3. All laboratory service up to $10.00 and 50% allowance on all charges for 
laboratory service in excess of $10.00 for each hospital admission. 

4. Drugs and dressings supplied by the participating hospital as follows: 

(a) All drugs up to $25.00 and 50% allowance on charges for all drugs 
in excess of $25.00, each hospital admission, blood and plasma not 
included. 

(b) “Dressings” shall consist of all surgical dressings and will in- 
clude all dressings and supplies used, such as gauze, cotton, and various 
fabrics and solutions. 

5. Allowance of 50 percent of fees for X-ray services as provided by the 
participating hospital when confined as a bed patient in participating 
hospital; or 50 percent of X-ray services when not a bed patient in accident 
eases only, within twenty-four (24) hours of the accident. Plan payment 
for accident cases not to exceed $15.00. 

6. All Oxygen therapy when confined as a bed patient in a participating 
hospital. 

7. Allowance for anesthesia and materials if given by salaried employee 
of participating hospital, up to $10.00 for each administration thereof. 

8. Basal metabolism tests, electrocardiograms, and physical therapy while 
a bed patient in a participating hospital. 

(K) “Emergency room services” in outpatient facilities in participating 
hospitals will be furnished at an established cost but not to exceed a total value 
of $10.00 in any one admission, upon acceptable certificate by the physician 
attending the member or eligible dependent, provided that such services if in 
connection with an accident are rendered within twenty-four (24) hours follow- 
ing such accident for initial visit only. 

Outpatient care in emergency room facilities does not include any services 
not also included as hospital services in this certificate. 

(L) “Nonparticipating hospital” means any hospital which has not executed 
an approved agency contract with the Corporation. 

(M) “Nonparticipating hospital service” means hospital care obtained in a 
nonparticipating hospital only when because of circumstances or because of the 
nature of the illness or injury it is not feasible or practical to travel to a par- 
ticipating hospital. Services will not be provided in a nonparticipating hospital 
when there is no emergency, or when a nonparticipating hospital is selected by 
preference or choice. 

(N) “Surgical service.” Surgical service shall mean the following services 
rendered by physicians and surgeons who have contracted with the Corporation 
for the purpose of offering surgical services as set forth in this certificate and 


” 
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shall include only the following services when rendered to a certificate holder of 
eligible dependent, namely: 

1. Operative and cutting procedures for the treatment of diseases and 
injuries, administration of anesthetic, X-ray service, and treatment of frac 
tures and dislocations ; 

2. Obstetrical services, delivery, and the care of any conditions resulting 
from pregnancy or delivery, are available to the family membership only, 
and then only after such membership has been in effect for ten (10) con- 
secutive months. 


II. PAYMENT OF RATE, TERM, AND FORFEITURE 


(A) The certificate holder agrees to pay the Corporation the rate stipulated as 
being in force as directed by the Board of Trustee, which rate shall be payable 
quarterly unless otherwise provided. 

(B) This certificate shall constitute an agreement for one year from the 
effective dates except that, in the event of change by an increase in rate or service 
charges or a decrease in benefits by action of the Board of Trustees, such 
changes will become effective upon thirty (30) days’ written notice to the sub- 
scriber, such change or modification to be effective upon the date fixed in the 
notice. 

Any notice herein provided for shall be conveyed to, and shall be deemed to 
have been received by, the party entitled to receive such notice, if the same is 
deposited in the United States mails, with postage prepaid, addressed to the 
residence, or place of business, of such party as appearing on the records of the 
Plan. 

After such notice, the continued payment by the Subscriber of the quarterly 
charges shall be conclusive proof of his or her agreement to such change or 
modification. 

(C) At the end of a certificate year, all rights of any nature whatsoever 
under this certificate for that year shall be fully and finally terminated. Unless 
the certificate holder elects to cancel, this certificate will be automatically con 
tinued on the service date, subject to the terms and conditions then in force 
which have been adopted by the Board of Trustees, and subject to all other pro- 
visions herein contained. 

(D) If the rate is not paid within thirty (30) days after it becomes due and 
payable, the certificate is terminated and all the certificate holder's rights 
thereunder are forfeited, and further, the participating hospitals shall not be 
required to furnish service thereunder to any certificate holder or his eligible 
dependent admitted during the thirty-day grace period if its termination is the 
result of the failure of the certificate holder to remit the rate 

(E) The issuance of this certificate cancels all previous certificates and all 
rights thereunder between the certificate holder and eligible members of his 
family, and the Corporation 


Ill. BENEFITS AND CONDITIONS OF SERVICH 


(A) Any certificate holder and eligible dependent is entitled to hospital service 
(as herein defined) from any one of the participating hospitals as authorized by 
a physician, for a period of thirty (30) days for each physical condition requiring 
hospital care, subject to exclusions and limitations as set forth in other articles 
of this certificate. 

(B) Obstetrical service (as herein defined) shall be included and available only 
if the certificate holder has applied for family membership, has paid the family 
rate, and has been enrolled for ten (10) consecutive months from the effective 
date of this certificate preceding hospital admission. Obstetrical services under 
no circumstances are available to individually enrolled certificate holders or de 
pendent children of a certificate holder. Obstetrical service includes those items 
of hospital service as set forth in Section 1 (J), but in no event shall the amount 
of payment exceed $5.00 for each day of obstetrical service, and shall only in 
clude ordinary nursery care for the newborn child during that portion of the 
hospital stay of the mother which is covered by this certificate. Ordinary nur- 
sery care for the newborn child is not provided if such child is delivered outside 
the hospital. Obstetrical service or hospital service for any condition due to or 
resulting from pregnancy is limited to ten (10) days in any contract year in the 
aggregate. 
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(C) Hospital service or obstetrical service shall continue only during the time 
that the certificate holder or eligible dependent is under the treatment or care of 
a physician and will end at the time such patient is discharged as a hospital pa- 
tient by the attending physician. Any certificate holder or dependent shall pay 
any hospital charges for services in excess of those provided in this certificate. 

(D) “Tuberculosis, nervous, and mental cases”: Regular benefits in participat- 
ing hospitals only to time diagnosis is determined, but not to exceed fourteen days 
in any case. 

(E) Quarantinable cases: Regular benefits in any participating hospital. 
$3.00 per day for thirty days in nonparticipating hospital, providing in any case 
the hospital can accommodate them. 

(F) Limitation for one disability: Notwithstanding the foregoing provisions, 
surgical services will not be available or allowed under this certificate in excess 
of amount and value of $150.00 in any one contract year for any surgical treat- 
ment or series of surgical treatments in any case of disability. Furthermore, if 
more than one operation is performed at one time, the total payment will not 
exceed the amount specified for that one of the operations for which the largest 
amount is payable, except that in the case of incidental appendix removal when 
done in conjunction with gynecological procedure in which case payment shall 
be made according to the fee allowable for the gynecological procedure. 

(G) Method of payment. The Corporation will make payment directly to the 
participating physician or physicians performing the services provided by this 
certificate, and the receipted bill of such participating physician shall be a dis 
charge of obligation of the Corporation and shall release the Corporation of and 
from any and all liability to the certificate holder or eligible dependents, as the 
case may be, with respect thereto. 

(H) Participating physician’s contract. Notice is hereby given that each 
participating physician has entered into a written contract with this Corpora- 
tion with respect to surgical services under this certificate, and all such con- 
tracts are subject to termination and cancellation by such physicians, respec 
tively, upon notice as therein provided. In event the contract of any such par- 
ticipating physician shall be terminated at any time, this certificate shall not 
include any services to be performed by such terminating physician after the 
effective date of the termination of such physician’s contract, except such services 
as may have been commenced before such date of termination, but in no case 
may such services extend beyond thirty (30) days from such date of termination. 

(I) Subject to the provisions and terms hereof, the certificate holder shall at 
all times be free to select for the rendering of services under this certificate any 
Doctor of Medicine who shall be registered with the Corporation as a partici- 
pating physician. No attempt shall be made by the Corporation or any of its 
officers, directors or agents to influence the choice of any particular participating 
physician by any certificate holder. For the purpose of determining whether a 
Doctor is a participating physician, the certificate holder shall be entitled to rely 
upon the current roster of participating physicians issued by the Corporation. 
A participating physician shall be free to decline to render services to a certificate 
holder in accordance with the custom and practice now prevailing in the general 
practice of medicine. Nothing contained herein shall in anywise affect the ordi- 
nary relationship that exists in the community between a physician and his pa- 
tient, except, however, as to the waiver of privilege of communication. 

(J) The certificate holder, on behalf of himself and all his eligible dependents, 
agrees that the attending physician, nurse or hospital is authorized to furnish 
the Corporation all information and records or copies of receords relating to the 
diagnosis, treatment or care of the certificate holder or eligible dependent. 


IV. NONPARTICIPATING HOSPITAL SERVICE 


Should the subscriber (or dependent) require hospitalization in a nonpartici- 
pating hospital in any part of the Western Hemisphere, the plan will reimburse 
the subscriber (or dependent) up to $6.00 per day for each day hospitalized in 
such nonparticipating hospital. The subscriber (or dependent) shall furnish 
to the plan an invoice from a hospital and a certificate from the attending phy- 
sician or surgeon certifying that hospitalization of the patient was necessary, and 
setting forth the diagnosis of the case. In no event, however, shall the sub- 
seriber (or dependent) be entitled to any nonparticipating hospital service or 
payments or benefits of any character for more than thirty (30) hospital days in 
any twelve-month period from the date of this contract. 
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Vv. SURGICAL SERVICES BY NONPARTICIPATING PHYSICIANS 


If, by reason of accident or emergency illness, a certificate holder, or any 
eligible dependent included within this certificate, shall receive from a non 
participating physician any surgical services provided and available to such 
certificate holder or eligible dependent under this certificate within the distance 
of 30 miles of the location of any participating physician, this Corporation will 
pay for such services rendered one-half (42) of the amount which a participating 
physician would have received for the same services subject to all of the limita- 
tions, provisions, and exclusions of this certificate. 

If, by reason of accident or emergency illness, any benefits as defined in this 
certificate may be required from a nonparticipating physician for services ren 
dered in an area beyond the distance of 30 miles of the location of a participating 
physician, by the certificate holder or his eligible dependents, it is expressly under 
stood that such nonparticipating physician may be reimbursed directly by this 
Corporation in an amount not to exceed seventy-five percent (75%) of the 
amount which would be paid to the participating physician for the same services, 
subject to all of the limitations, provisions, and exclusions of this certificate 


VI, SERVICES NOT INCLUDED 


(A) The benefits and services offered and provided by this certificate do not, 
and shall not, in any event, include the following: 

1. Any services for occupational injuries or diseases for a period during 
which the employer is required to furnish service, to any individual covered 
in the application accepted by the Corporation, by the provisions of any law 
enacted by any federal, state or municipal legislative body, applicable, or 
which in any way can be made applicable to such individuals; nor service 
for occupational accidents, disabilities, or diseases to which the employee is 
entitled by complying with such laws, even though he elects to waive his 
right to such services. 

2. Services rendered in the treatment of venereal diseases. 

3. Services for any ailment or physical condition arising from the use 
of drugs or alcohol, after diagnosis as such. 

4. Services for intentionally self-inflicted injuries, while sane or insane. 

5. Obstetrical services, as herein defined, or childbirth, or trachelorrhaphy 
or perineorrhaphy during the first ten (10) months of the contract. Ob- 
stetrical services are available only to certificate holder of spouse after 
completion of such waiting period as holders of family membership. 

6. Services rendered in the treatment of any congenital defect except 
when existing in the newborn and then only when a certificate holder holds 
a family contract at the time of birth of such child. 

7. Services rendered for any ailment or physical conditions of the cer 
tificate holder or eligible dependent that exist prior to the effective date of 
this certificate. 

8. Hospital services for determining diagnosis only. 

9. Services for the results of injuries or diseases contracted, to which a 
contributing cause was the certificate holder's or eligible dependent’s attempt 
to commit a felony, or which occur while such person is engaged in an illegal 
oecupation. 

10. Tonsillectomy, adenoidectomy, herniatomy, and hemorrhoidectomy, 
except after this certificate has been in effect twelve (12) consecutive months 
immediately preceding the date such services are rendered 

11. Plastic operations for beautifying or cosmetic purposes not associated 
with other compensable services under this certificate. 

12. Service rendered in any hospital operated by the United States or 
any agency thereof. 

(B) The hospital benefits of this contract do not include the services of 
physicians or surgeons, blood or plasma, services of special duty nurses and 
their board; or other similar items not common to the accepted definition of 
hospital service. Likewise, there shall not be furnished ambulance or other 
services not specified in this contract under heading “Benefits to Subscribers 
and Dependents.” 

(C) Surgical benefits in this certificate shall not in any event include or 
provide the cost of diagnostic procedures or consultant fees or assistant’s fees 
except those specifically provided in this certificate, hospital charges, nursing 
fees, cost of drugs and appliances, eye glasses, dentistry, or payments to donors 
of blood. 
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VII. GENERAL PROVISIONS 


(A) In the case of a subscriber who holds an individual subscriber contract 
and later marries, the contract may be converted to a family subscriber con- 
tract on the next monthly date after application therefor is received provided 
such application therefor is received within ninety (90) days after marriage. 
Otherwise, the conversion to include the spouse may be made only at the end 
of a contract year. Newly born children shall be covered as dependents under 
a family subscriber contract on the first monthly date of such contract after the 
child reaches ninety (90) days of age and not before. 

(B) The Board of Trustees of the Corporation is authorized to determine 
the services and the charges therefor which will be provided under this cer- 
tificate. Any such changes will become effective automatically upon thirty (30) 
days’ notice to the certificate holder. Increases in benefits or decreases in 
rates may be made effective at any time without notice if the Board of Trustees 
shall so provide. 

(C) This certificate is executed by the Corporation as agent for the par- 
ticular hospital (being one of the participating hospitals herein referred to) 
and the particular physician (being one of the participating physicians herein 
referred to), and upon admission to a hospital selected by the certificate holder 
under the provisions of this contract, and to which he shall be admitted as 
provided for herein, or the selection of a participating physician, all duties, 
liabilities, and responsibilities of all other participating hospitals and partici- 
pating physicians arising out of or in connection with the particular hospital 
care, Or surgical, orthopedic or obstetrical care or anesthetic administration, 
for which admission has been taken, shall forthwith cease and terminate, and 
nothing herein contained shall confer upon the certificate holder or eligible 
dependent any claim, right, action, or cause of action, either at law or in equity 
against the Corporation. 

(D) The authority of the Corporation to act as agent of the participating 
hospitals and participating physicians in executing this certificate is conferred 
upon the Corporation under and by virtue of a certain contract made with 
each participating hospital and each participating physician, a copy of which 
is on file in the Corporation’s headquarters. 

(E) All service certificates shall be on printed forms and no agent or member 
of the Corporation is authorized to vary or change the form and contract of 
such certificate in any manner or degree. 


SCHEDULE OF MAXIMUM FEES ALLOWABLE 


The amounts of fees enumerated are not intended to fix the value of physician’s 
services, or to relate to such value. Physicians are privileged to charge their 
usual fees for services. 

For any operation or procedures not listed in this schedule, Arkansas Medical 
and Hospital Service, Inc., reserves the right in its sole discretion to determine 
the amount of fee, if any, to be allowed. 


Abdomen : 
Appendectomy_-_-__--~~- 
Gastrectomy-- 
Cholecystectomy 

Amputation of— 


Leg, entire foot, upper arm or entire hand. 
Pemmess OF DOGb-—GRR. dks etd ceded 
(Each subsequent amputation from same injury) 
Anesthesia : Each administration by qualified anesthetist not employed 
SE erase ayer 
Breast: 
Simple amputation__-_- 
Radical removal____--- 
Removal of benign tumors_--_-_--- 
Chest : 
Complete thoracoplasty 
Initial induction of artificial pneumothorax iit atehnnemeiken eid’ 
ND snncensece 
Maximum 
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Dislocation, reduction of— 


Shoulder____- 

Elbow 

Lower jaw 

Collar bone____ . ‘ . . 

For disloc ation requiring open ope ration, additions al ps 1yment 
will be made according to the seriousness of the case. 

Par, nose and throat 

Mastoidectomy: Radical, one side_ 

Radical, both sides aicitnetnin 

Fenestration of the labrinth 

Tonsillectomy and adenoidectomy __-_-_- 

Puncture of antrum in office___.___---- 

Bronchoscopy for removal of foreign body 

Submucous resection __. ~~ 
Eye: 

Removal of cataract 

Needling of cataract —_ 

a filtering____- 

Cutting on extrinsic eye muscles_-_ 

Removal of eyeball___-_- 
Fracture, treatment of— 

Cs iiicesctininsisieni 

Scapula____- : 

Spine, other than ‘tr: insverse process 


Lower jaw 
Forearm.____-_-- . 
Wrist 
Ankle (both bones). 
Fingers ‘ 
Crrent (00. ines ees i —_ ace atedhaamihi 
Pe iassice tsi ae ahs - 
Addition: ul payment for compound frac tures and open reduc : 
tions will be made according to the seriousness of the case. 
Genitourinary tract: 
Removal of kidney 
CIE so cisicinicicneetrannaeens — ‘ ; en 
Plastic on pelvis and kidney icsteom a 
Removal of entire prostate by open oper: ation (complete procedure ) 
Removal of prostate by endoscopic means iainicachiaiih sei 
Circumcision : 
Newborn_-___- ' ’ nll 
Child (up to. 12. years of age) - & a laduiad win 
MI lS ws sth leit aie sie 
Varicocele, cutting oper ration in hydrocele, excision, or incision, and 
treatment of sac (tapping excepted) —- ie . senaigiaiagl 
Orchidectomy or epididmectomy_-_-_-_- 
Goitre: 
Thyroidectomy (complete procedure) 
Lobectomy ~~ , 
Hernia, cutting proe edure for radic al cure : 
Single Hernia 
More than one Hernia 
Joints: 
Arthrotomy, major joint 
Arthroplasty, major joint 
Ligaments and tendons: 
Tenotomy - 
Suturing of tendons: 
Single 
Maximum multiple 
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Obstetrics and gynecology : 

Holders of the Family Membership Agreement only are entitled to 

any benefits for obstetrical care. 

Normal delivery 

Hysterectomy aise oid 

Dilation and curettage (non-puwerperal) —_ 

Cuesarean section —_— 

Miscarriage with dilation and curettage 

Extra-uterine pregnancy 

Recto-vaginal fistula 

Removal of ovary 

Trachelorrhaphy 

Paracentesis, tapping of: 

Abdomen, chest, bladder, spine 
For each subsequent paracentesis 
Maximum in any one case 

Ear drum 

Hydrocele 

Joint 

Rectum : 
Abdomino-perineal resection ‘ 
Cutting procedure for radical cure of hemorrhoids (complete 
procedure ) 
Skull: 

Brain tumor 
“Drill taps” 
Spine or spinal cord: 

Operation with removal of portion of vertebrae or vertebrae (coccyx 

and vertebral processes excepted ) 

Spinal fusion 

Tumors: 

Removal of, by cutting procedure : 
Epithelioma of face (surgical removal—proven by biopsy) 
Malignant tumor necessitating resection of head and neck 
Malignancy of tongue 
Benign tumors, one or more 
Maximum multiple 

Varicose veins: 

Complete radical removal of entire saphenous system 

Injection treatment 

Not to exceed 

X-ray: 

Diagnostic procedure, 50% of cost of services for accidental cases, 

first visit within 24 hours of accident, not to exceed 

X-ray therapy when used alone, or in conjunction with surgical or 

medical services : 
Skin condition (per treatment) 
Not to exceed 
Major: 
Cancer of breast, testis, bladder (complete course) 
Cancer of uterus or cervix (complete course ) 
Epithelioma of face (proven by biopsy) 
Cancer, lip (proven by biopsy) 


CERTIFICATES USED BY PLANS WHICH PROVIDE FOR SPECIFIC 
DOLLAR ALLOWANCES ON ROOM, AND SERVICE BENEFITS FOR 
OTHER HOSPITAL SERVICES 

Biur Cross—MAssacuHusetts Hosptrat Service, Inc., Boston 6, Mass. 
SuBscrIBER’S CERTIFICATE 


This is to certify: 
That the subscriber named on the application or any supplemental agreement 
and eligible members of his family are entitled to hospital service in accordance 
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with the terms and conditions of the application or any supplemental agreement, 
and the provisions set forth in this certificate. 
MASSACHUSETTS HOSPITAL SERVICE, INC., 
Attest: 
Grorce Putnam, President. 
Rocrr W. Harpy, Secretary. 


I. BENEFITS AVAILABLE 


A. Group Enrollment Plan.—Each member covered under this Group Enroll- 
ment Plan, subiect to the definitions, conditions, restrictions and limitations 
herein, is entitled to hospital service consisting of credits for each hospital ad- 
mission as follows: 

1. As an in-patient in a participating hospital: (a) Up to $7.00 (an addi- 
tional $8.00 or $5.00 will be allowed provided the appropriate additional 
current rate on file with the Department of Insurance is being paid) a day 
against the hospital's charge for the accommodations occupied during the 
first sixty (60) days and up to $3.50 (an additional $1.50 or $2.50 will be al- 
lowed provided the appropriate additional current rate on file with the 
Department of Insurance is being paid) a day similarly for a second sixty 
(60) days. The member is responsible for any balance of the charge for 
accommodations. (b) The entire amount of the hospital's maximum charges 
for one hundred and twenty (120) days for “Included Services” furnished 
a patient in other than private accommodations, when ordered by the 
attending physician for a registered in-patient requiring hospital bed and 
nursing care. A member occupying private accommodations is responsible 
for any difference between the credit defined above and the hospital’s charges 
for “Included Services.” 

2. As a patient for emergency treatment in the Accident Emergency De 
partment of a participating hospital, having arrived within twelve (12) 
hours after an accident: The entire amount of the hospital's charges for 
“Included Services” furnished on the occasion of the member’s initial visit 
as are customarily furnished by the hospital and pertinent to the accident; 
but if the member is retained for treatment so as to be subject to a charge 
for one (1) or more days’ use of the accommodations he shall be considered 
an in-patient 
3. As a patient for out-patient surgery in a participating hospital: the 

entire amount of the hospital’s charges for “Included Services” as are cus- 
tomarily furnished by the hospital but if the member is retained for treat- 
ment so as to be subject to a charge for one (1) or more days’ use of the 
accommodations he shall be considered an in-patient. 

4. As a patient in a non-participating hospital, when no participating hos- 
pital is reasonably available, to reimbursement for charges paid or payable 
up to the total of credits available on a participating hospital’s charge for the 
accommodations occupied for a like admission and up to the greater amount 
of $150.00 or $5.00 for each day for “Included Services” for a like admission, 
except that no reimbursement will be made for hospitalization in a non- 
participating hospital within Massachusetts for other than accident, 
emergency illness or quarantinable disease 

B. Group conversion plan.—Each member covered under this Group Conversion 
Plan is entitled to benefits described under the Group Enrollment Plan, except 
that benefits will be limited to thirty (30) days for each hospital admission and 
credits toward maternity are further limited by IT A 1. 

C. Nongroup plan.—Each member covered under this Non-Group Plan is en 
tithked to benefits described under the Group Enrollment Plan, except that benefits 
will be limited to thirty (30) days for each hospital admission and there are 
no credits toward maternity. 


II. CONDITIONS, RESTRICTIONS, AND LIMITATIONS 


1. Based on Diaynosis. 

1. Maternity.—Credits on an admission for maternity (See Art. XII, Sec. N.) 
are restricted to: 

(a) A wife under a Group Enrollment Plan Family Contract which has been in 
effect for twelve (12) consecutive months immediately preceding the admission 
or was charged from a Group Enrollment Plan Individual Contract of at least 
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six (6) months’ standing within sixty (60) days of marriage (notice of the date 
of marriage having been furnished Blue Cross) and has been maintained con- 
tinuously since, and 

A wife under a Group Conversion Plan Family Contract who was entitled to 
such credits when her membership was transferred from the Group Enrollment 
Plan, for hospitalization for delivery within ten (10) months of such transfer. 

(b) Credits on an admission for maternity under both the Group Enrollment 
Plan and the Group Conversion Plan are limited to $70 for each pregnancy except 
for Caesarean section and toxemias of pregnancy. Admissions prior to the com- 
pletion of the seventh (7th) month of pregnancy and hospitalization after the 
period of routine care following delivery are not admissions for maternity under 
any Plan and for them regular medical-surgical benefits are provided. 

2. Tuberculosis.—No credit will be allowed for admissions for pulmonary tuber- 
culosis for more than ten (10) days during the life of a member, except in con- 
nection with major surgical treatment and in such cases for not more than 
fourteen (14) days per calendar year. 

3. Mental and Nervous Conditions.—No credit will be allowed for admissions 
for mental or nervous conditions for more than ten (10) days during the life of 
a member, except in connection with surgical treatment and in such cases for not 
more than fourteen (14) days per calendar year. 

4. Tonsil and Adenoids.—The credit for admissions for tonsillectomies and 


adenoidectomies is limited to an admission of one (1) day of a member twelve 
(12) years of age and under, and of two (2) days for a minor dependent member 


over twelve (12) years of age. The member is responsible for charges for days 
in excess of those specified. This credit will be furnished for admissions of 
minor dependents only if the patient’s membership has been in continuous effect 
for twelve (12) months immediately preceding the admission. (The restrictions 
and waiting periods prescribed by this paragraph do not apply to adults nor to 
subscribers. Admissions for such members are treated as regular surgical 


admissions. ) 
5. Cosmetic Surgery.—Credits for admissions for cosmetic surgery are limited 


to correction of defects occurring after the effective date of this contract. 

6. Credits for Admissions.—Credits for admissions in each calendar year will 
be limited to one hundred and twenty (120) days to members under the Group 
Euroliment Plan and to thirty (80) days to members under the Group Conversion 
or Non-Group Plans for the same disease, ailment, diagnosis, cause or condition. 
Credits for any admission shall be limited to those available on the date of 
admission. 

7. Immediate Credits—Immediate credits will be allowed for hospitalization 
at any time after the effective date of membership for treatment of any of the 
following conditions when it is the only condition treated: 

(1) Acute infectious or contagious diseases contracted after the effective date 
of the contract. 

(2) Acute traumatic conditions, other than hernia, when due to the applica- 
tion of external force. 

(3) Acute inflammatory conditions, other than sinusitis, bursitis, cholecystitis, 
arthritis, endocarditis, or rheumatic fever, when not related to or aggravated by 
underlying pathology or defect. 

(4) Acute appendicitis or acute perforation of gastric or duodenal ulcer. 

(5) Primary, acute coronary artery occlusion or primary, acute cerebral artery 
occlusion or rupture. 

(6) Primary, malignat neoplasms of other than the skin, subcutaneous aerolar 
tissue, lips, mouth, salivary glands, tonsils, blood, or blood-forming organs. 

(7) Primary, benign neoplasms of the trachea, bronchi, lungs, pleura, esopha- 
gus, stomach, intestines (other than rectum and anus), mesentery, pancreas, 
kidney, pituitary gland, pineal gland, carotid gland, brain, spinal cord, or 
meninges. 

S. Deferre d Credits 

(a) Credits will be provided only after the membership has been in effect for 
12 consecutive months immediately preceding the date of admission for any 
pathological condition or structural deformity, including its manifestations or 
its complications, for which immediate credits are not specified in (7) above. 

(vb) This limitation (Sa) shall not apply to a member born under a family 
contract which remains continuously in effect between the date of birth and the 
date on which hospitalization begins. 
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B. Based on services furnished 


1. No credit will be allowed for any admission, inpatient or outpatient, princi 
pally for diagnostic purposes, physiotherapy or routine and postoperative 
checkups. 

2. No credit will be allowed for services not related to the condition for which 
the member is receiving treatment. 

3. No credit will be allowed for ambulance, private nurses, bed and board of 
other than the patient, blood, blood donors or blood plasma, radio, telephone, 
services of attending physicians, roentgen therapy, radium therapy and other 
forms of emanation therapy, appliances and drugs for use after discharge from 
hospital, any outpatient service except as otherwise provided. 

4. Credit will be allowed toward the hospital’s charges for “Included Services” 
to a member occupying private accommodations only to the maximum amount of 
the credit allowable for like services to a patient in other accommodations 


C. Based on other coverage 


1. No credit will be allowed for an admission for which the member would 
be eligible for a full or partial payment for hospital care under any municipal, 
state or Federal law or regulation; for example, Workmen’s Compensation, 
Veterans’ Administration benefits, etc. 


IIT. CONDITIONS UNDER WHICII CREDITS SHALL BE PROVIDED 


A. Request for credits for hospital service in a participating hospital shall 
be made to the hospital at the time of admission Request for reimbursement 
for credits in a nonparticipating hospital must be made to the Blue Cross within 
sixty (60) days after date of discharge 

B. Hospitalization shall only be provided subject to the rules and regulations 
of the admitting hospital. 

C. The member agrees that any and all medical and hospital records relating 
to the diagnosis, treatment, or service provided to the member shall be available 
to the Blue Cross to such extent as may be lawful 

Lb. The member agrees that no action shall be brought against the Massachu 
setts Hospital Service, Inc. for failure to provide credits hereunder unless 
brought within two (2) years from the time the cause of action arises 


IV. EXTENT AND DURATION OF CREDITS 


A. In computing the number of days of credits furnished to a member, the 
day of admission shall be counted but not the day of discharge. 

B. All obligations of the Blue Cross shall cease as applied to any admission 
when the patient, hosiptal, or the Blue Cross is advised by the attending physi 
cian that further hospitalization is unnecessary. 


V. RESPONSIBILITY FOR PROVIDING FACILITIES FOR HOSPITALIZATION 


It is understood that the Blue Cross in no way guarantees admission to a 
hospital or that any specific type of accommodation will be available. If all 
beds of every classification in all reasonably accessible participating hospitals 
or nonparticipating general hospitals are occupied at the time hospital admission 
of a participant is sought, the responsibility of the Blus Cross shall be discharged 
by payment to the subscriber of a sum equal to the subscription dues paid by 
him during the current twelve (12) month period, and such payment by the Blue 
Cross shall not affect the membership status of the subscriber. In support of 
any claim hereunder, the subscriber shall submit such affidavits as the Blue 
Cross may require. 


VI. CREDITS NONASSIGNABLI 


No person other than a member is entitled to credits under the subscription 
agreement. 


Vil. PAYMENT OF CHARGES 


A. Subscribers paying through a remitting agent shall not be notified by the 
Blue Cross as to the time their subscription charges shall be due. Such sub 
scription charges shall be payable to the Blue Cross through the remitting agent 
B. Subscribers paying directly to the Blue Cross shall be notified by first 
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class mail when each payment is due, but the Blus Cross shall not be responsible 
for the delivery of said notice 

C. Subscription charges must be paid not later than ten (10) days after 
due date 


VIIT. DURATION OF SUBSCRIPTION AGREEMENT 


A. Subscription charges, benefits, and the provisions of this agreement for 
subscribers under the Group Enrollment Plan and Group Conversion Plan may 
be changed at any time after June 30, 1952, and notice thereof shall be sufficient 
by mailing to the subscriber or his remitting agent (who shall deliver such 
notice to the subscriber) as the Blue Cross shall elect at least fifteen (15) days 
prior to the date on which such change shall take effect. Any such change shall 
not affect the right of any member then receiving credits to completion thereof 
under the terms of this agreement 

B. Subscription charges, benefits and the provisions of this agreement may be 
changed for subscribers under the Non-Group Plan at any time after June 30, 1952, 
by Blue Cross, with the approval of the Commissioner of Insurance, and notice 
thereof shall be sufficient by mailing to the subscriber at least fifteen (15) days 
prior to the date on which such change shall take effect. Any such change shall 
not affect the right of any member then receiving credits to completion thereof 
under the terms of this agreement. 

C. When the -ubscriber is no longer employed in the group through which the 
subscription agreement was issued, the Blue Cross agrees to bill and permit the 
subscriber to convert to a group conversion membership with group conversion 
henefits by paying directly to the Blue Cross the increased group conversion rate 
then in effect. Notification of termination of employment must be received by 
Blue Cross from either the remitting agent or the subseriber. 


IX. TERMINATION 


A. By the subscriber: This agreement may be terminated by the subscriber on 
the next monthly effective date by giving fifteen (15) days prior written notice 
to the Blue Cross. In the event of such termination, the Blue Cross shall refund 
to the subscriber the subscription charges, if any, which shall have been paid by 
the subscriber for a period beyond the date of such termination. Payment of 
such refund shall constitute a full and final discharge of all obligations of the 
Blue Cross under the subscription agreement. 

B. Default of payment: If subscription charges have not been paid ten (10) 
days after the due date, this agreement may be terminated by the Blue Cross as 
of the date to which subscription charges are paid. The members covered by this 
agreement shall not thereafter be entitled to credits after the date of discharge 
from any current hospitalization. 

C. By the Blue Cross: This agreement may be terminated by the Blue Cross 
after June 30, 1952, by giving fifteen (15) days prior written notice to the sub- 
scriber or his remitting agent for delivery to the subscriber. In the event of such 
termination, the Blue Cross shall refund to the subscriber the subscription 
charges, if any, which shall have been paid by the subscriber for a period beyond 
the date of such termination. Any such termination by the Blue Cross shall not 
affect the right of a member then receiving credits to the completion thereof. 
Services for maternity will be provided to an eligible member if confinement oc 
curs within ten (10) months of termination unless termination results from 
failure of the group to maintain membership requirements, thirty (30) days 
after notice to the remitting agent, in accordance with the Blue Cross’ enrollment 
regulations, or unless all subscription agreements are cancelled by the Blue Cross. 

D. Except as otherwise provided herein this agreement may not be cancelled 
or revised by Blue Cross except for misrepresentation or fraud or cause ap- 
proved by the Commissioner of Insurance. 

Kk. Membership of any dependent child eligible for credits under a Family 
Contract shall terminate on the child's nineteenth birthday or the child's date of 
marriage, whichever is prior. The responsibility for notifying the Blue Cross of 
the desire to continue membership shall rest solely upon the member. Any such 
termination shall not affect the right of a member then receiving credits to the 
completion thereof. 


x ADJUSTMENTS AND REFUNDS 


All requests for adjustments and refunds must be filed on the forms of the 
Blue Cross through the remitting agent, if any. Adjustments shall be made in 
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accordance with the regulations in force at the time the application for the 
adjustment is accepted by the Blue Cross When effecting adjustments or 
refunds, the Blue Cross shall not charge or refund any amount involving less 
than one dollar. 

XI, NOTICE 


Any notice shall be sufficient, when mailed by the Blue Cross to the subscriber 
or remitting agent for delivery to the subscriber at the latest address appearing 
on the records of the Blue Cross (the subscriber must notify Blue Cross promptly 
of any change of address) and when mailed by the subscriber or remitting agent 
to the Blue Cross at its principal office in Boston, Massachusetts 


XII. DEFINITIONS 


A. “Contract” shall mean the Subscriber's Certificate, Riders, if any, Supple 
mental Certificate, if any, Application Card and Supplemental Agreement, if any 

B. “Blue Cross” shall mean Massachusetts Hospital Service, Ine 

©, “Subscriber” shall mean the individual with whom the Blue Cross has 
entered into a subscription agreement 

D. “Member” shall mean each person eligible for benefits under a subscription 
agreement. 

E. “Individual Contract” shall mean that type of contract which includes only 
the subscriber. 

F. “Family Contract” shall mean that type of contract which includes only 
the subscriber and any or all of the following: his or her spouse and children 
by birth, legal adoption, or legal suardianship while such children are unmar 
ried and under the age of nineteen (19) years 

G. “Group Enrollment Plan” shall mean the type of Plan 
are available only to members who at the time of 
rolled in a group. 

H. “Group Conversion Plan” shall mean the type of Plan the benefits of which 
are available to members who originally enrolled in a group plan and 
quently left the group. 

I. “Non-Group Plan” shall mean the type of Plan the benefits of which 
available to members not originally enrolled in a group 

J. “Remitting Agent” shall mean any individual, partnership, association o1 
corporation which, as agent for a group of subscribers, is under agreement to 
transmit to the Blue Cross the subscription charges collected in accordance with 
the terms of their subscription agreement Such agent is not the agent of Blue 
Cross and shall deliver to subscribers in the group all notices from Blue Cross 

K. “Participating Hospital” shall mean any hospital with which the Blue 
Cross has an agreement in effect to provide payment for credits rendered unde1 
the terms of this agreement and which joins with other hospitals in guaranteeing 
eredits under this agreement. 

L. *“Non-Participating Hospital” shall mean a legally constituted general, 
maternity, or acute contagious disease hospital not having an agreement with 
the Blue Cross. It shall not mean rest homes, convalescent homes, sanatoriums, 
clinics, infirmaries, mental or similar institutions whether or not affiliated with 
participating hospitals. 

M. “Included Services’’ shall consist of the following: (a) Use of operating, 
delivery, cystoscopic, accident, or other special rooms and their equipment 
(b) All laboratory tests and pathological examinations (c) Ose of special 
equipment on the hospital premises, such as, cardiographie and encephalographik 
equipment, incubators, inhalators, respirators, oxygen tents or masks, anesthesia 
supplies and equipment, X-ray supplies and equipment. (d) Administration of 
services outlined in (c) when performed by an employee of the hospital. (e) 
Drugs and medications as most currently listed in the U. S. Pharmacopeia, New 
and Non-Official Remedies and additions to the latter as published from time to 
time in the Journal of the American Medical Association. (f) Dressings and 
Casts. (g) Use of all appliances required during the patient’s stay at the 
hospital. 


the benefits of which 
hospital admission are en 


subse 


are 


N. “Maternity” shall mean any condition caused by pregnancy and occurring 
more than seven (7) months after conception, and the routine care of the mother 
and newborn. 

O. “Out-Patient Surgery” shall mean any cutting procedure and the initial 
reduction of fractures and dislocations 
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P. “Accommodations” shall mean and include bed, meals, dietary service, and 
general nursing service. 


HosPitaAL Service CORPORATION OF RHODE ISLAND, PROVIDENCE, R, I. 
A nonprofit community service incorporated under the laws of Rhode Island 
SUBSCRIBER'S BLUE CROSS CONTRACT 


This contract is made between the HOSPITAL SERVICE CORPORATION OF 
RHODE ISLAND (hereinafter called the Corporation) and the Applicant named 
in the application to receive the benefits provided herein and whose name and 
identification number appear on the membership card furnished to said Appli 
cant. 

In Consideration of the application, and upon payment in advance of the sub- 
scription charges, the CORPORATION agrees to furnish and provide to said 
Applicant and each Subscriber, if any, listed on the application or reclassifica 
tion thereof, hospital care according to the Blue Cross Plan described on the 
following pages which is part of this contract. 

In WITNESS WHEREOF, the HOSPITAL SERVICE CORPORATION OF RHODE 
ISLAND has executed this Contract. 

HosPITAL SERVICE CORPORATION OF RHODE ISLAND, 
By KenNetTH C, MaAcCo.y, President. 

Attest: 

CARL A. LINSBLAD, Secretary. 

Countersigned : 

STANLEY H, SAUNDERS, 
Phxecutive Director. 


PART I HOSPITAL BENEFITS PROVIDED 


Each subscriber in good standing upon admission to a hospital as a bed 
patient, on and after the effective date of this agreement, shall be entitled, 
subject to the terms and conditions of this agreement, to credits for hospital 
services for the length of time specified in Part II of this agreement, as follows: 
(a) For medical and surgical cases 

Up to $8.00 per day, or such larger amount per day as may be indicated on the 
membership card, or a credit towards the hospital’s usual charges for (1) room 
accommodations, (2) dietary service and meals, and (3) general nursing care 
(items (1) through (3) being hereinafter referred to as ROUTINE SERVICE) 
and, if in a Member Hospital or Service Benefit Hospital, the full amount of the 
hospital's usual charges for (4) use of operating room, (5) surgical dressings, 
and drugs and medications as most currently listed in either the “U. 8S. Phar- 
macopeia” or “New and Non-Official Remedies” and accepted additions to the 
latter as published from time to time in the Journal of the American Medical 
Asociation, (6) laboratory examinations, (7) basal metabolism tests, (8) oxygen 
therapy and (9) physical therapy, (items (4) through (9) being hereinafter 
referred to as SPECIAL SERVICES) or, if in a Non-Member Hospital, up to 
an amount in the aggregate equal to the sum of $14.00 for the first day's stay, 
$4.00 for each day from the second through the tenth day, and $2.00 for each 
day from the eleventh through the seventy-fifth day (maximum $180.00) as a 
credit towards the hospital’s usual charges for the SPECIAL SERVICES re- 
fered to above. 

(0) For maternity cases 

Up to $75.00 for each pregnancy as a credit towards the hospital’s usual 
charges for both ROUTINE SERVICES and SPECIAL SERVICES referred to 
above rendered to the mother and the new-born child during the hospital stay of 
the mother in connection with childbirth. Subscribers whose membership cards 
indicate an amount larger than $8.00 per day for ROUTINE SERVICES will be 
entitled to a credit of up to $90.00 rather than $75.00 as stated above. Maternity 
eases requiring additional surgical procedures will be entitled to the credits as 
set forth for surgical cases in paragraph (a) above rather than the credits 
stated in this paragraph. The above credits are available only if the patient 
and her husband have both been subscribers under the same subscription agree 
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ment for a waiting period of seven months immediately prior to admission. 
(The seven months waiting period is waived for subscribers under the Compre- 
hensive Plan.) Cases involving complications of pregnancy will be entitled to 
the credits set forth for medical and surgical cases in paragraph (a) above 
provided the patient and her husband are both subscribers under the same 
subscription agreement, otherwise such cases will be entitled to no credits. 

c) For outpatient surgical, and accident cases 

Up to $7.50 as a credit towards the hospital’s usual charges for ROUTINE 
SERVICES and SPECIAL SERVICES rendered a subscriber who as an out- 
patient of the hospital requires the use of the operating room for an operation 
involving (1) a cutting procedure, (2) the administration of a general anesthesia, 
and/or (3) the reduction of a fracture or dislocation, or up to $7.50 as a credit 
towards the hospital's usual charges for the use of its Accident Room Facilities, 
ROUTINE SERVICES and SPECIAL SERVICES rendered a subscriber within 
twenty-four (24) hours following an accident. 


(ad) For mental, tuberculous, and contagious cases 


Up to $8.00 per day as a credit towards the hospital’s usual charges for both 
ROUTINE SERVICES and SPECIAL SERVICES. In mental and tuberculous 
cases such credits will be available for the first admission only during the origi 
nal or any extended term of this agreement. 

(e) Any hospital charges in excess of the maximum credits specified above 
shall be the obligation of the subscriber and not of the Corporation In lieu of 
the above credits the Corporation reserves the right to pay the amount thereof 
directly to the subscriber in any case where any of the above services are 
rendered by a Non-Member Hospital 


PART II EXTENT AND DURATION OF HOSPITAL CARE AND OVERCROWDED CONDITIONS 


(a) Each subscriber is entitled to receive, except as stated in Paragraph 
b) below, credits for hospital services as specified in Part I of this agreement, 
rr, aS Many hospital admissions as are necessary, up to seventy-five (75) days 
each hospital admission, provided, however, that any admission to the same 
or any other hospital, for the same or related cause, occurring within ninety (90) 
days of the date of discharge of a previous admission for such cause shall be 
considered to be the same admission. 

(6) Credits for hospital services for mental and tuberculous cases shall be 
available for the first admission only and for not to exceed forty-five (45) days; 
and for contagious cases not to exceed forty-five (45) days for each hospital 
admission. 

(c) In computing the number of days for which credits for hospital services 
are available, the day of admission shall be counted, but not the day of discharge. 
Benefits shall end on the day prior to that on which the subscriber is discharged 
as a hospital In-Patient by the attending physician. 

(d@) If a subscriber has an acute condition of a type that would normally 
require hospital care and would be admissible to a member hospital, and the 
subscriber’s physician makes every effort to have the patient admitted to at 
least two (2) hospitals, in whatever type of accommodation may be available 
and is unsuccessful, then, the Corporation, being notified and satisfied that such 
s the case, will reimburse the subscriber for the home services of a registered 
nurse or for services rendered in a nursing home licensed by the State of Rhode 
Island, up to $8.00 per day for the number of days for which credits for hospital 
services would have been provided to the patient under this agreement, but not 
to exceed twenty-one (21) days. Claims under this section must be presented 
on forms furnished by the Corporation within sixty (60) days from the time 
hospital care was originally required, and if not so presented shall be invalid. 


for 
I 


PART III-—BENEFITS NOT PROVIDED 


This agreement does not include: 

(a) Hospital admissions solely for diagnostic examinations not incidental 
to care and treatment as a bed patient; nor hospital services not specifically 
mentioned in Part I, as by way of example and not by way of limitation, X-ray, 
X-ray or radium treatment, electrocardiography, ambulance services, private 
nurses and their board; nor services of blood donors and testing or typing 
their blood; nor for blood nor blood plasma; nor payment for an attending 
physician in rendering any surgical or medical treatment. 
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(b) Hospital care which by municipal, state, or federal law or regulation is 
or must be provided by a public or another private agency, including by way 
of illustration and not by way of limitation, workmen’s compensation laws 
and other employers’ liability acts, whether state or federal, nor hospital care 
which is obtained in a veterans’, marine, or other federal hospital. 

(c) Hospital care for any condition known by the subscriber to exist at 
the time of application (This subsection does not apply under the Compre- 


hensive Plan.) 


PART IV CHANGES 





A married applicant, who does not elect to include his family as subscribers 
at the time of joining, may do so later only on the anniversary date of his 
Subscription Agreement. A married applicant, who at the time of joining includes 
the members of his family as subscribers, or an applicant who is single at 
the time of joining and later marries, may add additional subscribers to the 
Subscription Agreement, in either case, only on the date when the payment 
for subscription charges is due and after the proper execution of a supplemental 
application on forms provided by the Corporation and delivery of same to the 
Corporation prior to the date on which the change is to be made. 






rERMINATION AND REFUND 





PART V 








(a) Except as specified below, this agreement shall continue in force for 
one (1) year from the effective date, or until a default shall exist for fifteen 
(15) days in the payment of annual subscription charges, or an installment 
thereof, in which case this agreement shall automatically terminate. The 
Corporation may reinstate this agreement at its sole discretion, but only to 
cover any sickness, injury, or ailment first manifesting itself more than fifteen 
(15) days after reinstatement. 

(b) If the applicant (other than a Direct Payment subscriber) leaves his 
place of employment, this agreement will terminate at the expiration of thirty 
(30) days following the period for which payment has been made. However, 
the applicant may join a group at his new place of employment if there is one 
the effect, or otherwise may enroll on a Direct Payment basis. In either case, 
the applicant must submit a new application card and will be entitled only 
to the benefits and the rates prevailing for the particular type of membership 
for which he applies. 

(c) If this agreement covers a Direct Payment Membership and the applicant 
subsequently files a new application at his place of employment for a group 
membership, a refund will be made by the Corporation of any subscription 
charges paid in advance of the effective date of the new agreement, provided the 
active Direct Payment Membership number is shown on the new application. [1 
such active Direct Payment Membership number is not shown on the new applica 
tion, the amount of any refund later applied for in writing by the applicant will 
be figured from the first (1st) of the month next following the date of his com- 
munication. 

(d) The Corporation reserves the right to terminate this agreement at any 
time upon giving fifteen (15) days prior written notice. It may also, upon like 
notice at any time and from time to time, amend this agreement or any portion 
thereof and redetermine and fix the amount of subscription charges as it may 
deem necessary ; provided, however, that each such amendment or change of sub- 
scription charges shall be effective as to this agreement only upon the expiration 
of the term for which the subscription charges have been paid. Notice shall be 
deemed to have been given to each subscriber entitled to benefits hereunder when 
mailed to the applicant at his address which appears upon the records of the Cor- 
poration, or when mailed to the applicant’s agent, or when published in a daily 
newspaper published in the State of Rhode Island. Payment of subscription 
charegs after the giving of notice of an amendment or change in subscription 
charges shall constitute an acceptance thereof in behalf of all subscribers entitled 
to benefits hereunder. 






PART VI GENERAL CONDITIONS 





(a) The effective date of this agreement shall be that indicated on the mem- 
bership card. 

(6) All claims hereunder must be filed with the Corporation within sixty (60) 
days after the services shall have been rendered. The maximum liability of the 
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Corporation hereunder for hospital services rendered te any and all parties for 
any particular disability shall not exceed that specified in Parts | and II Che 
benefits of this subscription agreement are nonassignable. 

(c) This agreement is made upon the express condition that any hospital or 
physician is authorized to disclose to the Corporation any information regarding 
or acquired in connection with the attendance, care or treatment of any sub 
scriber hereunder and that all provisions of law or professional ethics forbidding 
such disclosures are waived by or in behalf of each subscriber hereunder. 

(d@) The benefits available hereunder may be extended by action of the Board 
of Directors of the Corporation, but no subscriber shall be entitled to share in 
iny assets, reserves, or other funds or property now or hereafter owned, acquired, 
or accumulated by the Corporation. 

(e) The Corporation is under no obligation to provide hospital accommodations 
and neither the Corporation nor any of its Directors or employees shall be liable 
for any act, omission or neglect of any hospital. 

(f) No action or suit at law or in equity shall be commenced until thirty (30) 
days after written notice of claim has been given by the subscriber to the Cor 
poration, or the hospital, as the case may be, nor shall such action be brought 
at all later than one (1) year after the services on which such claim is based shall 
have been rendered. 


PART VII DEFINITIONS 


As used in this agreement: 

(a) Corporation.—The term “Corporation” shall mean the Hospital Service 
Corporation of Rhode Island, 31 Canal Street, Providence 2, Rhode Island. 

(b) Applicant.—The term “Applicant” shall mean any individual with whom 
the Corporation has entered into a subscription agreement. 

(c) Subscriber.—The term “Subscriber” shall include the applicant and each 
person listed on the application so long as he or she remains eligible. Any sub 
scriber under the age of nineteen (19) years who shall marry or attain the age 
of nineteen (19) years shall cease to be a subscriber until enrolled under his or 
her own membership. Each newborn child shall become a subscriber upon the 
day when the mother is discharged from the hospital as a maternity patient, 
or when it shall have attained the age of fourteen (14) days, whichever event 
shall first occur. 

(d) Subscription Agreement.—The term “Subscription Agreement” shall mean 
the agreement entered into between the Corporation and the applicant and shall 
consist of the application, including any supplemental application, and the appro- 
priate Hospital Plan then in force and filed with the Insurance Section of the 
Department of Business Regulation of the State of Rhode Island, and a member- 
ship card evidencing the acceptance of the application. 

(e) Applicant’s Agent—The term “Applicant’s Agent,” as used herein, shall 
mean any individual who, or firm, association, or corporation which, as agent for 
the applicant, has agreed to collect the subscription charges payable under this 
plan and to pay the same to the Corporation. Such applicant’s agent shall not 
be construed to be the agent of the Corporation. 

(f) Hospital.—The term “Hospital” shall mean any institution operated exclu 
sively for the care as bed patients of medical and surgical cases involving acute 
iliness or injury, or any institution registered by the American Medical Associa- 
tion. It does not include nursing homes, school infirmaries, convalescent homes, 
and private sanitaria. 

(g) Member Hospital.—The term “Member Hospital” shall mean any hospital 
in the State of Rhode Island with which the Corporation has a participating mem- 
ber hospital contract for the rendering of hospitalization provided for by the 
subscription agreement. 

(h) Service-Benefit Hospital.—The term “Service-Benefit Hospital” shall mean 
any hospital outside of the State of Rhode Island with which the Corporation 
has a contract for the rendering of hospitalization provided for by the subscrip- 
tion agreement. 

(i) Non-Member Hospital—The term “Non-Member Hospital” shall mean any 
hospital with which the Corporation does not have a contract for the rendering 
of hospitalization provided for by the subscription agreement. 

(7) Comprehensive Plan.—The term “Comprehensive Plan” shall mean the plan 
in effect with respect to any group where there are a minimum of twenty-five (25) 
employees of which at least 90% are continuously enrolled. 





HEALTH INQUIRY 


PLAN HosprraL ConTrRact—HospPITaL SERVICE CORPORATION 
Operating not-for-profit 
BiLvuE Cross PLAN FoR HospiTAL CARE, CHICAGO, ILL, 
This Agreement made this as ay | Se 
by and between HOSPITAL SERVICE CORPORATION, an Illinois corporation 


(herinafter called “the Plan’) and 


of Till it tl eg ET gar a <3 Illinois (hereinafter called “the Hospital” ), 


WITNESSETH : 


Whuereas the Plan has established and is maintaining and operating a non- 
profit hospital service plan under the provisions of the Non-Profit Hospital 
Service Plan Act of Illinois; and 

Wuereas the Hospital desires to become or to continue to be a Plan hospital 
upon the terms and conditions herein specified ; 

Now, THEREFORE, in consideration of the premises and of the mutual agree- 
ments herein contained, it is convenanted as follows: 

1. The Plan agrees to file with the Hospital specimen copies of each type 
of certificate and endorsement issued by the Plan to its Members. As used 
herein, “Member” means a person who is entitled to hospital service under 
a certificate issued by the Plan or by another Blue Cross Plan with which the 
Plan has a reciprocal agreement. 

2. The Hospital shall receive for hospitalization all Members who may apply 
therefor, subject, however, to the rules, regulations, and requirements of the 
Hospital in respect to the general admission of patients thereto, and the Hospital 
agrees to provide each Member the hospital service (except care for which 
the Hospital then lacks the necessary facilities) specified in the type of certificate 
designated by the Plan. 

8. Except as hereinafter provided, the Hospital agrees not to charge or collect 
from any Member any amount whatsoever for hospital service as defined in the 
applicable certificate, regardless of whether or not the Plan makes payment 
therefor pursuant to the terms hereof, excepting that when there is lack of 
evidence that an alleged Member is eligible for benefits the Hospital may invoke 
its regular credit arrangements to be effective until the Plan has accepted 
responsibility for hospital service. Notwithstanding the foregoing, the Hospital 
may charge, and shall have the sole responsibility for collecting, the amounts 
which by the express provisions of the applicable certificate the Member is 
required to pay to the Hospital. 

4. Upon the admission of an alleged Member, the Hospital shall promptly 
notify the Plan, on forms provided by the Plan, giving all pertinent data as 
specified on such forms. Upon the receipt of such notice, the Plan will promptly 
advise the Hospital whether the alleged Member is, in fact, a Member and, if 
so, the type of certificate held by such Member, the number of days of care 
available and such other information as may be necessary to provide the proper 
benefits for such Member. 

5. The Hospital, upon discharge of a Member or at the expiration of the number 
of days of service available to the Member, shall furnish to the Plan, on forms 
supplied by the Plan, an itemized statement of the hospital accommodations and 
services furnished such Member and the Hospital’s charges therefor. 

6. The Plan agrees that, upon receipt of the form pursuant to Paragraph 5 
and after establishing that the Plan is liable under the applicable certificate 
for the hospital service rendered such Member, the Plan will, within a reasonable 
time thereafter, pay to the Hospital 100% of (a) the Hospital’s total Blue Cross 
charges for services included in the applicable certificate and described in the 
Schedule of Hospital Charges attached hereto plus (b) the Hospital’s estab- 
lished charges for services included in the applicable certificate which are not 
described in the Schedule of Hospital Charges attached hereto. Such payment 
by the Plan shall not include any amount which, by the terms of the applicable 
certificate, is chargeable by the Hospital to the Member. 

7. As used herein, “Blue Cross charges” means charges for each type of hospital 
service described in the Schedule of Hospital Charges which is attached hereto 
and hereby made a part hereof. The Hospital shall determine its Blue Cross 
charges and certify them to the Plan in writing. Such charges shall not in any 
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event exceed the actual charges (after allowing cash discounts) made by the 
Hospital to private patients who are not members but who occupy similar accomo- 
dations. The Hospital further agrees that no increase in Blue Cross charges will 
be made effective except after ninety days’ prior written notice to the Plan 

8. Nothwithstanding the foregoing provisions of this Contract, if, during any 
fiscal year of the Hospital, (a) the sum of (i) the total amount payable by the 
Plan pursuant to Paragraph 6 on account of in-patient hospital service furnished 
to Members who wer? discharged during said year, plus (ii) the total per diem 
cooperative payments chargeable to Members who were cischarged during said 
year, plus (iii) the amount (exclusive of charges for private room occupancy 
and X-ray) chargeable for obstetrical service to a Member discharged during 
said year, plus (iv) the total amount equal to the percentage of the Hospital 
bills which, by the express provisions of the certificate, was chargeable for service 
during the supplemental period to Members who were discharged during said 
year, shall exceed (b) 105% of the average per diem in-patient operating cost of 
the Hospital (computed in accordance with the “Hospital Statement of Reim- 
bursable Cost” which is attached hereto and hereby made a part hereof) multi- 
plied by the number of days of in-patient care actually received by the Members 
described in sub-paragraph (a) of this Paragraph, then the amount of such excess 
shall be refunded by the Hospital to the Plan or the Plan may, at its election, 
deduct the same from monies thereafter payable to the Hospital hereunder. For 
the meaning of the terms “cooperative payment” and “supplemental period” as 
used herein, reference is made to the certificates issued by the Plan to its Mem- 
bers. The provisions of this Paragraph shall not apply to out-patient service or 
to persons who are Members only because they are entitled to hospital service 
under certificates issued by other Blue Cross Plans with which the Plan has 
reciprocal agreements. 

9. The Hospital agrees that, within 60 days after the end of each fiscal year 
(unless arrangements in writing have been made with the Plan for a different 
date), it will furnish to the Plan a copy of the Hospital Statement of Reimburs- 
able Cost covering the Hospital’s operations during said year from which the 
Plan may verify the Hospital’s average per diem in-patient operating cost. If 
the Hospital causes its accounts to be audited as of the close of any fiscal year by 
an independent public accountant or accountants, then it agrees to cause said 
accountant or accountants to certify to the Plan the correctness of the information 
furnished concerning its operations during such fiscal year. If the information 
furnished by the Hospital with respect to its fiscal year is not so certified, then 
the Hospital agrees to permit such firm of public accountants as the Plan may 
designate to make such check (at the expense of the Plan) of the Hospital’s 
accounting and statistical records as may be necessary to determine per diem 
costs. 

10. Upon the inability or refusal of the Hospital to furnish information or 
permit examination from which its costs may be determined, then, until such 
default is corrected, its average per diem in-patient operating cost shall be 
deemed to be $6.00 per day for the purpose of Paragraph 8. 

11. The Plan agrees that quarter-annually it will furnish to the Hospital a 
balance sheet and operating statement. 

12. In the event of any dissolution or liquidation of the business of the Plan, 
then the Plan hereby agrees, to the extent permitted by law, to pay to the Hos- 
pital an amount equivalent to that proportion of the assets of the Plan re 
maining after the payment of all obligations of the Plan (including the obliga- 
tion, if any, to return surplus to Members but excluding obligations to other 
hospitals similar to the obligations in this Paragraph contained) which the 
total number of days of in-patient care rendered Members by the Hospital 
under this and prior contracts bears to the aggregate number of days of in- 
patient care theretofore rendered Members by all hospitals with which the Plan 
at any time has contracted or may contract. 

13. Unless terminated as hereinafter provided, this shall be a continuing 
agreement. This agreement may be terminated by either party at any time 
upon three months’ prior notice to the other. Upon any such termination, the 
rights and obligations of the respective parties shall nevertheless continue with 
respect to any Member admitted to the Hospital prior to the effective date 

14. This agreement supersedes all prior agreements between the parties as 
of the date first above written. 
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IN WITNESS WHEREOF, the parties have caused this agreement to be duly 
executed, the day and year first above written. 
HosPiITaL SERVICE CORPORATION, 
By , President. 
Attest : 
, Necretary, 
HOsPITAL, 
By , President 
Attest: 


, Necretaru 


SCHEDULE OF HOSPITAL CHARGES 


Date 


Hospital . 
Address____- : City 


Daily rate per bed 
1. Room Charges: Most 
Room Capacity: No.of Beds Minimum Maximum Common 
Single_____ 
Two Beds Pa 
Three Beds__- 
Four Beds____- 
Five or More Beds 
Room Charges—Special Departments: 
Pediatric Service: 
Ie ctcecitae 
Two or More Beds 
Psychiatrie Service: 
Single i 
Two or More Beds } 
Other Special Service (Specify) : 
Single 
Two or More Beds 
2. Nursery Charges: 
Number of Bassinets 
Charge Per Day for Newborn during Mother’s Stay 
Charge Per Day for Newborn after Mother Leaves 
Additional Charge for Inenbator Per Day 
3. Laboratory Charges: 


Routine Admission Examinations: 
Medical Case Surgical Case 
Pediatric Case __.-Other 

Subsequent Examinations: 
Oo, B.C 
R. B. C 
W. B. C 
Urinalysis 
Blood Sugar - 
Kahn 
Peat nee 
Blood Sugar Sica 
Tissue Exam (Miscropic) 
Blood Typing 
Rh. Factor oe - ea 
Lab Charge for Blood Transfusion_- 

4. Transfusion Service Charge: 
Charge for Administration of Blood Transfusion______~ 
5. Operating Room Charges: 

Charges Based on Time: 
Minimum Charge 
First % Hour 
1, to 1 Hour 
1 to 1% Hours 
1% to 2 Hours 
Maximum Charge 
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5. Operating Room Charges—Continued 
Charges Based on Case: 
Minor Major 
Minimum 
Average 
Maximum 
Amount of Charge (if any) for Recovery Room Service 
Other Charge Basis (if different from above) 


6. Delivery Room Charges 
Specify Basis and Amount of Charge for Delivery Room 


Amount of Charge (if any) for Use of Labor Room 


7. Anesthesia Charges: 

Charges Based on Time: 
Minimum Charge 
First 4% Hour 
1% to 1 Hour 
1 to 14%4Hours 
11, to 2 Hours 
Maximum Charge 

Charges Based on Case: 

Minor Major 

Minimum 
Average 
Maximum : 
If above charge basis is not applicable, state basis used. 


Is above charge for materials only? Yes No_- 
If “no,” on what basis are additional charges made? 
8. X-ray Charges: 
What are your charges for the following: 
Chest 
Upper G I 
Colon 
Gall Bladder 
Lumbar Spine 
Pelvis and Hips 
Lower Extremities 
Upper Extremities 
Skull 
Abdomen 
Se. 
Radiation Therapy: 
tive basis and amount of charge for deep therapy 


Give basis and amount of charge for superficial therapy 


Give basis and amount of charge for radium therapy 
Give basis and amount of charge for other therapy 
(such as isotopes) es aa eae 
9. Oxygen Therapy : 
Daily Charge for Use of Oxygen Tent 
Method and Amount of Charge for Oxygen: 
Liter Pound Tank Hour 
Other 
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10. Miscellaneous: 
Indicate charges for the followng: 
Basal Metabolic Rate 
Electrocardiogram_-_ 
Electro-encephalogram 
Shock Therapy Treatment (specify type and charge) 
Emergency Room (minimum) —- (maximum) -_-_-_--- 
11. Inclusive Rates: 
Specify services and charges (if any) in which “inclusive 
rates” are used: 


12. Comments: 


The above schedule of hospital charges is submitted in accordance with para- 
graph seven (7) of the Plan — Hospital Contract, and the charges reported 
above do not exceed the hospital’s regularly established charges. 


Effective Date (Authorized Signature) 


HOSPITAL STATEMENT OF REIMBURSABLE COST 


(Read instructions in footnotes before filling in form) 


Name of Hospital 
Address 


Period covered by statement: From 


A. Type of hospital: 
1. Type of control (check one only) : 
Government: 
) State 
) County 
) City 
( ) City-County 
Nonprofit Organization : 
( ) Church related—Catholic 
( ) Church related—Other 
( ) Nonprofit corporation or association 
Proprietary : 
( ) Individual or partnership 
( ) Corporation (proprietary) 
2. Type of service (check one): 
( (a) General 
( (b) Special: 
Maternity 
Children’s 
Orthopedic 
Isolation 
Convalescent and rest 
Nervous and mental 
Tuberculosis 
Other (specify) 


( 
( 
( 
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. Statistical data: 
Hospital personnel (computed on a full time basis) : 
1. Average number of ee on hospital payroll each 
month (not including B-2)_--.------- lle ‘ . 
2’. Average number of Sisters on members of other religious 
orders) who served in the hospital each month_-_- 
(a) Have you included allowances for services per- 
formed by members of religious orders in your oper- 
ating expenses shown in Section D? (See Foot- 
note BRP L284 alli, eer raged UIVET SSE SEL d a 
(b) If answer to (a) is “yes”, what basis was used in 
determining these allowances?__..-..--_-~~..------- 
In-patient statistics: 
3. Beds (exclusive of bassinets) available at beginning of 
CC QODURMiny erteG aon is a ase. 
4. Beds (exclusive of bassinets) available at end of ac- 
counting period.......... ~~ ieee wc eminence, wmnnen tins 
Total bed-days for the accounting period *______- ‘cateeadaciiaden 
6. Total in-patient days (exclusive of newborn- infant 
CS gravandinen ss diephatabthidinnth icpdiilibdeds asesen 
(a) (Newborn- infant days)* eens is 
Percent occupancy (Item 6, divided by bed- days, Item 
Sos mate —_— — in rein — 
&. Discharges, including deaths (exclusive of ne ,wbor n 
ERR }- orice bat wkd bets 3 wean 
9, Average length of ste ly ( (Item 6, divided ‘by Iten m 8) 
Out-patient statistics: 
10. Total out-patient visits during accounting period *___. ___-_-- 
©. Total Operating Expenses: * 
1. Total amount of expenses per books *____- setaniineitilmemnaen - 


~ 








For any terms not defined here, see the “Handbook on Accounting Statistics and Business 
Office Procedures for Hospitals,”’ Section I, ‘Uniform Hospital Statistics and Classification 
of Accounts” of the American Hospital Association. 


1 Bed-days should be the sum of the count of the number of beds available each day: or, 
if this is not possible, the bed complement at the end of the accounting period multiplied 
by the total number of days in the period. 

£A Patient-day is that period of service rendered a patient between the census-taking 
hours on two successive days, the day of discharge being counted only when the patient 
was admitted that same day. (Either the day of admission or the day of discharge may 
be counted, but not both.) 

Newborn-infant days to be excluded from the count of total inpatient days are only 
those days when an infant occupies a bassinet (in the nursery) during the mother’s hospi- 
talization Thus, the count of days for a prematurely born infant remaining in the 
hospital after the mother is discharged, or for an infant delivered at home and later 
idmitted to the hospital, or for an infant admitted or transferred out of the nursery for 
an illness, is included in the total inpatient days reported 

‘Outpatient visits for the purpose of this statement include visits of all outpatients 
(individuals registered for and receiving service in the institution but not occupying a regu 
lar hospital bed or bassinet) to regular clinics of an organized outpatient department, and 
also visits of referred patients who are not admitted to inpatient service but who receive 
care in emergency rooms, or X-ray, laboratory, physical therapy, and similar special 
services 

®* Notwithstanding the outline of cost allocation shown herein, a hospital which is able 
to compute its costs on the basis of type of service or accommodation will be permitted to 
report on such a basis, provided that this election, once made, will be used on all subsequent 
reports. 

* The amount to be entered should be as follows: 











If reporting on the Amount to be entered 
Accrual basis.._................. Total expenses. 
OQ yyy Total cash disbursements 
Modified cash basis... - ae ee Total cash disbursements after giving effect to 


adjustment. 

Expenses (or disbursements), as used herein, mean all expenses, including those charged 
to accounting designations other than “operating expenses’’ on the Hospital’s books of 
account. All expenses included must be identifiable in the Hospital’s accounting records 
and acceptable for certification 
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C. Total Operating Expenses—Continued 
2. Expenses to be deducted (Deduct only items include in Item 

1 above)‘ a et — 

(a) Cost or income gift shops, lunch counters, etc__- 

(b) Cost or income of guest meals or meals paid for by 
employees whcisis Kacuaies 

(c) Cost or income of telephone and telegraph charges 
paid for by patients, guests or employees_-_ 

d) Cost or income of drugs or supplies that are purc chased 
by individuals not admitted as in-patients or out- 
patients —_ Seousadiea pets LWbhs 

e) Bad debts or provision therefor; charity and courtesy 
allowances as 

f) Real estate taxes and income taxes *_ 

7) Cash discounts on purchases ” 4 Simms 

h) Research expense and medical education_ ‘ 

i) Provision for depreciation of buildings and equip 
ment — 

j) Expenditures for land, buildings, “equipment, fixtures 
and leasehold improvements 

(k) Others (specify) 


(m) Total (Items (a) through (k)) 


3. Total amount of hospital expenses applicable to in-patient 
and out-patient services (Item 1 minus 2—m; should be the 
same as amount under D-238) 


‘If the public accountant certified that the “total amount of expenses” (C-1) did not 
include any of the items listed under C-—2, entries should be made for Items C-1 and C-3 
only. 

* This item refers only to proprietary hospitals subject to these taxes. 

*If the Hospital records cash discounts on purchases as an income account, deduct this 
income from your expenses nevertheless, and in Schedule D subtract this income from Item 
D-1—“Administration and General’’—before entering in Column (2) the Total Expenses 
for this classification. 

© Provisions for depreciation of buildings and equipment, and expenditures for land, 
buildings, equipment, fixtures, and permanent improvements, whether replacements or 
additions, are not to be Included in the Hospital's operating expenses. However, an allow- 
ance for such items will be made under E—2 of this form. 

The allowance to be entered under E-2 may be determined by one of the three following 
methods. However, the elected method must be used on all subsequent reports unless a 
change in the method is acceptable to Hospital Service Corporation. 

1. The Hospital’s regular property accounting methods supported by appropriate 
schedules. 

2. An allowance for depreciation equivalent to 6% of Item E-—1. 

8. An allowance for depreciation equivalent to 2% on buildings only, plus cash 
expenditures for replacements and additions of equipment and fixtures. The building 
evaluation used in determining the 2% allowance for depreciation must be supported 
by the accounting records of the Hospital, or, in the absence of such records, the 
evaluation must be mutually acceptable to the Hospital and Hospital Service 
Corporation. 





HEALTH INQUIRY 2459 


D. Hospital Expenses for Calculating Reimbursable Costs ” 


r service 


‘lassificat s 
Classification of expense npatients 


Dietary 

Housekeeping 

Laundry d 

Linen service 
Maintenance of personnel 

Operation of plant 

Motor service 

Repairs and mainter 
grounds 

Nursing service 

Nursing educ 

Medical and 

Pharmacy depat 

Medical record 

Social service 

Operati roor 

Delivery ! 

epart! I ia 


iboratory department 


I 
I 

I 

B I OST 
Electr 

I 


iolog 
23 hysical therapy 
24. Ambulance service 
25. Outpatient depart 
26. Emergency department 


27. Other expense sit 


il operating expenses 
equal item C-3 


Calculation of Maximum Reimbursable Cost of Inpatient Service 
1. Expenses for inpatient service (from Item D—28, Column 38) _- 


, 


2. Supplementary allowance for depreciation of buildings and 
equipment (see Footnote 10) - 


“The actual expenses for all services provided by the Hospital to all patients are to be 
recognized in computing the patient-day cost, and are to be included in this section 

Detailed instructions of expenses to be included under each heading and a method for 
allocating inpatient and outpatient operating expenses are given in the “Handbook on 
Accounting, Statistics, and Business Office Procedures for Hospitals,’ Section I, “Uniform 
Hospital Statistics and Classification of Accounts,” of the American Hospital Association 

A Hospital having fewer than 25 available beds may elect to submit a statement of oper 
ating expenses in accordance with the classification per books of the Hospital instead of 
using the classification of expenses given in Section D. Such a Hospital should, however, 
complete all items in Sections A, B, and C, 

Maintenance furnished by the Hospital, such as room and board for student nurses and 
members of religious orders who serve in the Hospital, would be included in the expenses 
of the appropriate departmental Items D—1 through D-—26. 

Hospital payments for pensions, annuities, social-security benefits, and workmen's com 
pensation insurance premiums should be included under the expenses of the appropriate 
departmental Items D-—1 through D—26. 

Hospitals utilizing the services of Sisters or members of other religious orders assigned 
to the Hospital should allocate allowances for such services under appropriate departmental! 
Items D-1 through D-—26. Allowances for services performed by Sisters or members of 
other religious orders may be determined as follows: A gross value of each position occu 
pied by members of religious orders where such members are engaged in hospital duties 
shall be determined on the basis of salary being currently paid for similar positions in com 
parable hospitals in the same area From the gross value so determined there will be 
deducted the value of maintenance furnished, plus any other expenditures included in 
operating expenses under D—1 through D~-27 for the benefit of such members, and the net 
amount may be included in the operating expenses under the appropriate departmental 
account. 

21f expenses for inpatient and outpatient services cannot be segregated according to 
the method advocated by the American Hospital Association, or by a comparable method, 
estimated expenses for outpatient services may be computed by multiplying the total num- 
ber of outpatient visits (B-10) by $2 and entering the sum under Column 4, Item D—25 
The total of D-—25, Column 4, should be deducted from the total of D—25 and D—26 of 
Column 2, to arrive at the figure of D—25 and D—26 for Column 3 
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E. Calculation of Maximum Reimbursement Cost of Inpatient Service 
8. Total amount of operating expenses for computing maximum 
reimbursable cost (E-1 plus E-2) 
. Number of inpatient days (Item B-6) 
. Average computed per diem cost ( E- 
. Supplementary allowance (5% of Item E-5) 
. Total maximum reimbursable cost of inpatient service per 
patzent Gay, (ae-O wae m6) oo. eee 
F. Form of Certification by Officer of Hospital * 


of the > 
(Name of Hospital) (City) (State) 

do hereby certify that I have examined the accompanying statement of total 
expenses, the allocation thereof between inpatient and outpatient services, and the 
calculation of reimbursable cost of inpatient service per patient-day for the 
Hospital for the year ended , 19____, and that to the best 
of my knowledge and belief it is a true and correct statement prepared from the 
books and records of the Hospital in accordance with instructions as contained in 
this statement. 

A certification by a public accountant of the correctness of the amount entered 
in Item C-1 is (is not) attached. 

I certify that the Hospital could not obtain the services of a public accountant 
to make an audit to determine the total expenses of the Hospital during the 
period.* 

*Delete this sentence if certification by public accountant is attached. 

I further certify that the records of the Hospital for the period covered by the 
Operating Statement were maintained on the 

accrual, cash, or modified cash 
(Signed) —- 
Officer or Superintendent of Hospital 


G. Form of Certification by Public Accountant “ 


I hereby certify that the amount of $____- 
accompanying statement of total expenses of 
(Name of Hospital) 
eae for the year 


ended . era is correct in accordance with my 
audit of the books and records of the Hospital after giving effect to all adjust- 
ments resulting from my examination of the books of the Hospital, and to the 
instructions contained in this statement. 

My examination was made in accordance with generally accepted auditing 
standards applicable in the circumstances and it included all procedures that I 
consider necessary (except as qualified below). 

The amount entered in Item C-1 includes (excludes) items listed under Item 
C-2. 

The records of the Hospital for the period covered by the operating statement 
were maintained on the i 


(Signature of Public Accountant) 


(Whereupon, at 4 p. m., the hearing was recessed until 10 a. m., 
Wednesday, February 3, 1954.) 


@ The meetees will furnish a copy of the Hospital Statement of Reimbursable Cost 


covering the Hospital's operations during each fiscal year, and such form must be certified 
by an officer of the Hospital in Schedule F. If the Hospital’s accounts are audited as of 
the close of the fiscal year by an independent publie accountant or accountants, then said 
accountant or accountants should also fill in and sign Section G of this form. 
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WEDNESDAY, FEBRUARY 3, 1954 


House or RepresENTATIVEs, 
ComMITrre ON INTERSTATE AND ForREIGN COMMERCE, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to adjournment, in room 
1334, New House Office Building, Hon. Charles A. Wolverton (Chair- 
man) presiding. 

The CuatrmMan. The committee will come to order. 

The witness this morning is Dr. Charles G. Hayden. Dr. Hayden 
is executive director of the Massachusetts Medical Service, the Blue 
Shield plan of that State. He is a member of the house of delegates 
of the American Medical Association, and he also is a member of 
the American Hospital Association and the American Public Health 
Association. 

Dr. Hayden is chairman of the advisory committee to the Institute 
of Administrative Medicine of Columbia University, and a member 
of the advisory committee of the Health Information Foundation. 

By 1943, 1 million persons had enrolled in prepayment programs 
for medical services sponsored by State or local medical societies. 

In 1943, the American Medical Association established a council 
on medical service to facilitate the collection and distribution of ac 
curate information on these prepayment plans. Three years later, 
the Associated Medical Care Plans, Inc., now called the Blue Shield 
Commission, was formed under the sponsorship of the American Med- 
ical Association. 

It is the function of the commission to approve plans which meet 
the standards established by the American Medical Association for 
such plans. Plans meeting the council’s standards are now known 
as the Blue Shield plans. 

Dr. Hayden is a member of the Government relations committee 
of the Blue Shield Commission, and I understand that today he is 
speaking as a representative of that commission. 


Dr. Hayden, will you proceed ? 


STATEMENT OF DR. CHARLES G. HAYDEN, EXECUTIVE DIRECTOR 
OF THE MASSACHUSETTS MEDICAL SERVICE 


Dr. Haypren. Mr. Chairman and members of the committee: 

I am Dr. Charles G. Hayden, the full-time executive director of 
Massachusetts Medical Service, one of the oldest and largest Blue 
Shield plans in the country. I am a physician licensed to practice 
medicine in Minnesota and registered to practice medicine in Mas 
sachusetts. I am a graduate of the University of Minnesota where 
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prior to my medical training I spent several years in the social sci- 
ences, partic uls arly anthropology and soc iology. 

I appear here today along with Mr. Frank Smith as the re presenta - 
tive of Blue Shield Medical Care plans which is a voluntary associa- 
tion of the 77 Blue Shield plans in the United States, Hawaii, Puerto 
Rico, the District of Columbia, and Canada. All of these plans have 
basic chatracteristics, but they vary to a large extent in many de- 
tails. 

[I believe you will agree with me that during the few short years 
that they have been in operation, Blue Shield plans have made tremen- 
dous progress. However, to my mind, this progress is merely an in- 
dication of the fact that they are now in possession of the fundamen- 
tal knowledge and techniques necessary to permit them to do any job 
that the public may reasonably expect of them. 

It goes without saying that Blue Shield plans would have accom- 
plished nothing without the support of the practicing physicians of 
this country and I wish here to pay them the compliment that is their 
due. 

The following presentation is something of an elaboration of the 
material that I had the privilege of ao nting to the President’s Com 
mission on the Health Needs of the Nation. 

You will note that I have limited myself to brief discussions of the 
major characteristics of Blue Shield plans and that where expedient | 
have brought into the discussion certain concepts that bear upon the 
subject of prepayment as a whole. 

I should like to add at this point that I use my own experience with 
the Massachusetts plan generously, simply because I know it so well. 

During the past several years Blue Shield plans have been subjected 
to criticism because they are directly or indirectly under the control 
of State or local medical societies. Im my opinion, such criticism is 
unrealistic. 

Practically without exception professional and trade organizations 
in this country have been formed for the purpose of advancing the 
public interest through development of what they consider to be the 
enlightened self-interest of their members. Labor unions are a good 
example of this type of organization and thousands of others could 
be cited including those of the medical profession. 

In the scientific field there exist measuring sticks and evaluators 
the accuracy of which is not open to serious question. Anyone who 
would argue that there are 13 inches in a foot or 3 quarts in a gallon 
would be branded immediately as a dolt. 

In the field of human relations, however, general agreement on 
measuring sticks and evaluators is not always easy to obtain. It is 
for this reason that the interests of labor unions and the interests 
of the medical profession might be in conflict. 

Labor unions are opposed to the Taft-Hartley Act. They call it 
a slave-labor law. At the same time they favor a Federal ‘compul- 
sory health insurance law, which in the eyes of the medical profes- 
sion would be a slave-labor law for physicians. 

The American Legion is also opposed to Federal compulsory health 
insurance but it favors Federal aid for medical education which is 
opposed by the American Medical Association. 

Perhaps some day we shall have measuring sticks and evaluators 
in the field of human relations that will pass inexorably upon the 
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validity of conflicting claims but that day is not now. In the mean 
time, we should try to understand the other fellow’s viewpoint and 
ascertain his motives for only with complete understanding and 
honorable motives on the part of all groups concerned can we build 
the kind of structure that will adequately serve the health needs of 
all the people. 

Most Blue Shield plane undertake to provide services of physicians 
instead of cash with which a patient may purchase such services. 
Now this is an exceedingly important distinction because any agency 
that makes services available must of necessity exercise some control 
over those who render the services. This is one of the reasons why 
the medical profession is opposed to Federal compulsory health 
insurance. 

Under the old age and survivor’s insurance program the Federal 
Government collects money from people and then, if certain con- 
ditions are met, it gives money back to them, 

Basically this is a simple cash transaction and the recipient can 
do what he pleases with the money. Under Federal compulsory 
health insurance, however, the Federal Government also proposes to 
collect the money but instead of returning money to patients requir- 
ing medical care, it would undertake to provide the personal services 
of physicians. How this could be done without imposing controls 
on the medical profession I, as the administrator of a medical care 
plan, cannot understand. 

Because most Blue Shield plans make available the services of 
physicians, it is only natural that the medical profession should be 
greatly concerned with the question of where the ultimate control 
of such an undertaking should reside. Even during the early days 
of the Blue Shield movement there were physicians who, while grap- 
pling with organizational problems, sensed that they were dealing 
with forces capable of generating unprecedented momentum. 

In October, 1941, Dr. James C. McCann, then chairman of the 
committee on prepaid medical costs insurance of the Massachusetts 
Medical Society stated in a report to the council of the society : 

With reference to the establishment of a corporate structure, we must give 
serious attention to the constitution or corporate structure and to the medico- 
economic significance of practicing medicine under a contract with a legal entity 
known as a corporation. 

The corporation that we envision may be potentially a most powerful organi- 
zation. If it should bring in a large portion of the 7,000 resident physicians 
of Massachusetts, if it should bring in somewhere around 50 percent of the 4 
million residents of the State, and if it should bring in all the funds that are 
turned over at present in the distribution of medical services between these 
groups, it could be one of the most powerful corporate structures in 
Massachusetts. 


Dr. McCann was prophetic. Blue Shield in Massachusetts now 
covers 1,548,688 persons and in 1953 paid out $16,680,030 for physi- 
cians’ services. It is no wonder, therefore, that Dr. McCann was 
concerned over the impact that such an undertaking might make 
upon the practice of medicine in Massachusetts. He continues: 


The most important thing to keep in mind is the question wherein will contro] 
of the corporation reside? By what means will the physicians maintain their 
control of this corporate structure. * * * 


89087—54—pt. 7-36 
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The physicians of the State, who are in complete control of the profession 
of medicine, are planning to place a large part of their practice under the 
control of a corporation by the medium of contract. There is no stock owner- 
ship so that we cannot control this corporation through the medium of stock 
ownership. We have to adopt other measures of control if we are to protect 
our inalienable interests. * * * 

The inalienable interests referred to above are described by Dr. 
McCann as follows: 

I think we must insist that the contribution of the physician transcends the 
the contribution represented by the premiums of the subscribers, which are only 
a lien or claim for completion of the contract. The subscriber contribution is 
not so-called risk capital, any more than your premiums to a stock life-insurance 
company represent risk capital or an ownership Claim. We are contributing the 
body of knowledge possessed by the whole medical profession, and the acquisi- 
tion and use of that knowledge and skill by the individual physician. This 
knowledge, skill and practice represent, we should insist, capital knowledge 
that is of major importance in the operation of any medical-service corporation. 
Certainly, our knowledge is patentable—consider insulin and viosterol; however, 
our ideals do not permit universal patenting, and our progress is a universal 
gift to mankind. * * * So that as your committee tried to preform the character 
of this corporation, it seemed equitable to us that, on the basis of business prac- 
tices, the right of physicians to control judiciously the corporation should not 
be questioned. 

I have cited the above quotations because they epitomize the hopes 
and fears of those pioneers whose idealistic efforts were largely re- 
sponsible for launching what has turned out to be a most significant 
instrument in the field of medical care. These men were sailing on 
an uncharted sea; consequently, they did what they thought best to 
assure a successful voyage. Under similar circumstances it is hard 
for me to understand how any group would have acted otherwise in 
the establishment of a corporation or similar agency designed to make 
the services of its members available to a large segment of the 
population. 

In Massachusetts the board of directors is composed of 15 members 
who serve without financial compensation. Only 5 of the 15 are 
physicians. All of the directors are elected by the executive commit- 
tee of the council of the Massachusetts Medical Society which is com- 
posed of 1 member from each of the 19 districts of the society and of 
the 5 officers of the State society. It is required that the State society 
nominate at least a majority of directors. 

The five physicians on the board plus one nonphysician constitute 
a central professional service committee which has jurisdiction over 
matters vitally affecting the practice of medicine. Policy regarding 
such matters, when voted by the board, must be submitted to the execu- 
tive committee of the council of the Massachusetts Medical Society 
30 days prior to implementation, except that establishment of income 
limits, and I shalt talk about those later, is reserved to the council 
itself. 

Currently, the board is composed of 2 major State officials, 2 per- 
sonnel officers, 2 labor representatives, 3 industrialists, 1 banker, and 
h wld 

slue Cross and Blue Shield plans are a unique development in the 
field of medical cave. Here, for the first time in history, the major 
sources of medical care—hospitals and physicians—have taken it upon 
themselves to make their services available to essentially the entire 
population without the interposition of a third party imbued with 
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the interests and motives other than those which traditionally have 
characterized our hospital system and our medical profession. 

In my opinion, this unique development has derived much of its 
strength from the fact that from the first hospitals and physicians have 
known that their interests were fully protected. Perhaps, in retro 
spect, the precautions taken were more elaborate than they needed to 
be, but the medical profession, just as any other group in the popula- 
tion, should not buy a pig in a poke if it can avoid doing so. 

And now a prediction to end this portion of my presentation. As 
Blue Sheld plans become more mature and as understanding between 
physicians and nonphysicians becomes more pronounced, there will 
be greater and greater nonphysician participation in Blue Shield 
plans at the policymaking level. 

Now I would like to speak for a moment about the scope of benefits. 

Speaking broadly Blue Shield plans tend to operate in accordance 
with accepted insurance principles which may be summarized as 
follows: 

There must exist laws of mathematical probability which are 
applicable so that the insuror may be able to determine in advance just 
how often the event insured against will occur. 

A person must stand to lose financially by occurrence of the event 
against which he wishes to be insured. 

3. There must be a large number of independent policyholders. 

4. The risk must be important enough to justify paying premiums. 
5. The event to be insured against must be uncertain of occurrence 
insofar as the policyholder is ¢ oncerned. 

The insurance itself must not immeasurably increase the risk. 

From the standpoint of the public, the most important character 
istics of any medical-care plan are its scope of benefits and its cost. 
During these hearings you have undoubtedly heard a lot about plans 
that provide what are called comprehensive benefits through groups 
of salaried physicians and no doubt you have also been given some 
idea of what comprehensive benefits — subscribers. Assuming a 
similar favorable selection of risks, it is possible for a Blue Shield 
plan such as we have in Medeachushtts to duplicate these benefits as 
well as their cost. That this has not been done is due mainly to the 
ieee realities which, as a practical matter, must be faced. 

There is no evidence that the public generally is yet ready to pay 
what comprehensive benefits cost. 

2. Within the scope of comprehensive benefits there are services 
subject to serious abuse which ultimately must be taken into account 
by any medical-care plan no matter how organized. 

As stated above, Blue Shield plans tend to operate within the con 
fines of accepted insurance principles. This means that certain serv 
ices rendered by physicians should not be covered completely be 
cause they are subject to abuse by patients, physicians, or both, because 
they are certain or near certain to occur, or because they are of minor 
economic consequence. 

A major component of ambulatory diagnostic services are laboratory 
and X-ray examinations. If covered completely by a medical-care 
plan, it is only a matter of time until its members will demand more 
examinations than they need. Similarly, if the members of a plan 

‘an have a physician any time they want one the tendency is toward 
excessive utilization for minor or imagined ailments. 
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Much is being said currently about the importance of preventive 
medicine. In terms of physicians’ services, this means periodic 
health examinations and prophylaxis—that is, shots for diphtheria 
and a vaccination against smallpox and similar types of prophy- 
lactic measures. Neither of these services are insurable because they 
are certain or near-certain to occur. To cover them a plan must in- 
crease each premium by whatever amount it costs to pay for the peri- 
odic examinations or prophylaxis, plus a charge for administration. 

There are a number of people in this country who believe that a 
medical-care plan should cover only those services of physicians that 
are of financial consequence. Translated into practice this usually 
means some type of coinsurance by the patient. As employed by 
— al-care plans, coinsurance may take one or more of several forms : 

Benefits for services that are apt to be of small financial conse- 
per especially when budgeted along with food, clothing, rent 
and similar items, are excluded altogether. In this category are to 
be found home and office calls for minor digestive and respiratory 
disturbances, minor surgical conditions, routine periodic health ex- 
aminations, prophylaxis for the so-called children’s diseases, and sim- 
lar more or less predictable contingencies. Most Blue Shield plans 
use this device to a greater or lesser extent. 

2. Benefits for services rendered in any illness or injury are pro- 
vided only after the patient has paid the first $25, $50, $100, or some 
other initial portion of a predetermined maximum amount—say 
$5,000 or $10,000. In this category is to be found the so-called 
catastrophic coverage offered by certain private insurance companies. 

Benefits for services rendered during the first few days of illness 
are excluded. This device is commonly used by cash sickness plans 
where the first week of illness is excluded. It is also used by some 
. lue Shield and private insurance company plans were the first 1 

r 2 calls in any illness treated in the home or office are excluded. 

ri Benefits for any service rendered are limited to, say, two-thirds 
or three-quarters of the cost of individual items of service with the 
patient paying one-third or one-quarter at the time the service is 
rendered. Here again is to be found the catastrophic coverage of- 
fered by private insurance companies and some contracts offered by 
a few Blue Cross plans. In the case of catastrophic coverage, the 
insurance company pays two-thirds or three-quarters of the bill up 
to a maximum amount after the patient has paid an initial portion 
of the bill, as mentioned above. In the case of certain Blue Cross 
plans, the patient pays part of the daily board-and-room charge with 
= 4m an paying the rest of the bill. 

A less well known form of coinsurance is that utilized by medical- 
care plans that provide the services of physicians who are on salary, 

capitation, or both. Here it is said that the physician coinsures with 
the patient because the physician is ubhent to unlimited demands 
upon his services in exchange for limited predetermined compensa- 
tion. Most of the plans associated with the Cooperative Health Fed- 
eration of America utilize this form of coinsurance. 

Coinsurance by the patient may be utilized by a medical-care plan 
to accomplish 1 or both of 2 results. These are: 

1. It may be applied to all services or to specific areas of service for 
the purpose of keeping subscription charges, premiums, at the lowest 





HEALTH INQUIRY 2467 


possible level. It is mainly for this reason that some Blue Cross plans 
impose coinsurance on the daily room-and-board charge and that most 
Blue Shield plans exclude home and office calls for medical, nonsurgi 
cal, conditions. 

2. It may be applied to selected items of service to reduce their utili 
zation. If a patient has to pay for the first two home or office visits, 
or if he has to pay part of the cost of such visits, the theory is that he 
will not abuse them. Similarly, if he has to pay half the cost of 
ambulatory X-ray and laboratory examinations, he supposedly will 
not ask for unnecessary examinations. 

Blue Shield plans have as their objective coverage of those aspects 
of physicians’ services that are apt to be of financial consequence. 
They, therefore, tend to utilize coinsurance only to the extent that bene- 
fits for services which are not apt to be of financial consequence are 
excluded. No Blue Shield plan employs coinsurance to any great de 
gree for the purpose of deterring patients from using benefits. To 
do so would be antisocial for the reason that the poor man would be 
penalized while the rich man would be subsidized. 

It is said by some that Blue Shield plans are all right as far as 
they go but that they don’t go far enough. While it it true that Blue 
Shield plans do not yet cover all of the services rendered by physi- 
cians that are apt to be expensive, the gap is closing rapidly. In 
Massachusetts, as elsewhere, expansion of benefits has been a con- 
tinuing though gradual process. When it is realized that prior to 10 
or 12 years ago there was no experience in this field upon which to 
draw, the deve ‘lopment has been nothing less than astounding. 

In February 1943 the Massachusetts Blue Shield plan sold its first 
contract. This contract provided benefits for surgical and obstetrical 
services in the hospital and for related X-ray, anesthesia, and endo- 
scopy. 

On June 1, 1947, benefits for medical nonsurgical services in the 
hospital and for surgical and obstetrical services outside the hospital 
were added, and on September 1, 1950, benefits for dental surgery in 
the hospital were also included. 

Within a matter of days Blue Cross and Blue Shield in Massachu- 
setts will make available a prolonged illness contract which, when 
added to their existing certificates, will provide coverage of virtu: ally 
any illness or injury of financial consequence during a period of ‘ 
years or until $5,000 has been expended, whichever occurs first. 

Because so much stress is currently being placed on preventive medi- 
cine, I should like to say a few words about it at this point. 

In terms of physicians’ services, preventive medicine is coming 
to mean periodic health examinations and prophylaxis, as I stated 
previously. Neither of these services are insurable because they are 
certain or near certain to occur. To cover them, a plan would have to 
increase each premium by whatever amount it cost to pay for the exam- 
ination or prophylaxis plus a charge for administration. 

Although Blue Shield plans do not cover periodic health examina 
tions, they make a significant contribution in the field of preventive 
services. In the first ‘pl: ice, Blue Shield plans have removed the fear 
of costly treatment which, in the plast, is said to have kept ailing pa- 
tients from seeing their physicians at the first sign of trouble. 
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The accuracy of this statement can be verified by talking with any 
busy practitioner who sees a significant number of insured } persons. 

In the second place, a large proportion of the services that Blue 
Shield plans pay for are of a preventive nature. In Massachusetts 
the procedures most frequently encountered are endoscopies, biopsies, 
and the removal of benign, premalignant, and malignant lesions. 

Despite the claim that the ex cpanding discovery and use of pre- 
ventive measures, including prophylaxis and periodic health exami- 
nations, will reduce the incidence of illness, I believe the opposite to be 
true. Because preventive measures increase the average span of life, 
more and more persons are becoming subject to the degenerative 
processes of aging. These, in turn, will require an ever-increasing 
amount of medical attention, much of which will take the form of 
surgical intervention. 

I am aware of the recent claim that older people do not use the bene- 
fits of medical care plans more frequently than younger people. 
This is contrary to our experience in Massachusetts: but, assuming 
it were so, it is not difficult to demonstrate that the relative cost of 
such services is substantially greater in the case of older people 
than in the case of younger people. They go more frequently, in 
our experience, and they stay Jonger in the hospital. 

Consequently, if my reasoning 1s valid, Blue Shield plans can expect 
a gradual increase in the utilization of benefits, which, in my opinion 
at least, is a good argument for limiting benefits to those services that 
are of economic signific ance and, therefore, cannot be easily budgeted. 

Now, I want to talk for a while about prolonged illness. Ex- 
tension of Blue Shield and Blue Cross coverage into the area of pro- 
longed illness is a natural and logical development. Certain Blue 
Shield plans, notably those in California and Texas, have been ex- 
perimenting with this type of coverage for several years; and, as you 
know, a few private insurance companies now are also underwriting 
this kind of risk. 

Under the commerci: " insurance policies the member pays all of 
his medical bills until a specified limit is reached, usua ly $300 or 

$500. Thereafter the company pays two-thirds or three- fourths of 
the remainder up to a maximum of $3,000, $5,000, or more. Under 
the California and Texas plans coverage i is provided for specified 
conditions up to a maximum. 

Although it is not possible at this time to evaluate the strengths 
and weaknesses of existing plans designed to protect against “the 
ware al costs of prolonged ‘illness, two observations seem warranted : 

The bulk of the cost of prolonged illness arises out of the un- 
Be expenditures required to maintain the patient in a hospital, 
in a nursing home, or in the patient’s own home. If the patient is 
the main source of family income, maintenance of the other mem- 
bers of the family is also involved. 

», Compared to the amount of money required for maintenance, the 
cost. of physicians’ services is relatively insignificant and can be 
covered completely or almost completely by Blue Shield plans 
through a simple extension of benefits. 

The prolonged illness contract soon to be made available by Blue 
Cross and Blue Shield in Massachusetts is designed to provide cover- 
age supplemental to that contained in their standard contracts. It 
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will protect members against most of the cost of prolonged illnesses 
during a period of 2 years from the date of onset of the illness or 
injury or until a total expenditure of $2,000 by Blue Shield and $3,000 
by Blue Cross has been made, whichever occurs first. 

Any member covered by the prolonged illness contract will be en- 
titled to benefits for physician fees and hospital charges while hos- 
pitalized during 120 days per illness or injury for any condition, 
including mental conditions requiring shock therapy, or when hos- 
pitalize d duri ing an indefinite period for any illness or injury specified 
in 18 categories of conditionse. 

In addition, the member will be entitled to benefits for the following 
services upon discharge from the hospital if suffering from any con- 
dition listed in the 18 categories: 

l. Physicians’ fees. 

2. X-ray and radium treatment. 

3. Laboratory and X-ray examinations. 

4. Nursing-home care. 

5. Visiting-nurse service in the home. 

6. Physical therapy. 

Drugs, dressings, and appliances, 

The followi ing 18 categories of conditions to be covered following 
discharge from the hospital are based primarily upon information de- 
rived from the Visiting Nurse Association of Boston and persons 
engaged in operating nursing homes. Although this list is already 
broad in se ope, it is antic ipated that ultimately any condition requiring 

care after discharge from the hospital, if only for a short period of 
time as in the case of acute conditions, will be included : 

1. Acute poliomyelitis and its late effects. 

2. Cancer, including disseminated cancer such as lymphoma, mye- 
loma leukemia, aleukemia, and Hodgkin’s disease. 

3. Benign neoplasms of the brain or spinal cord. 

4. Subacute combined degeneration of the spinal cord. 

Cerebral hemorrhage, embolism, or thrombosis. 
Coronary embolism or thrombosis. 

7. Subarachnoid hemorrhage. 

8. Rheumatic fever or chorea. 

9. Congestive heart failure. 

10. Active pulmonary tuberculosis with positive sputum or gastric 
contents. 

1. Ulcerative colitis and regional enteritis. 

. Cirrhosis of the liver with ascites requiring paracentesis or fol- 
aan ing a shunt operation. 

18. Chronic nephrosis, or chronic nephritis with uremia. 

14. Pemphigus. 

15. Myasthenia gravis. 

16. Amputations where prostheses are indicated. 

17. Fractures. 

18. Hemiplegia, paraplegia, or quadraplegia. 

Although actuarial determinations are not yet final, it is known 
that the extended coverage outlined above will add less than $2 to 
the combined monthly group subscription charge of Blue Cross and 
Blue Shield in Massachusetts. 
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There are two basic methods of compensating physicians for their 
services under a medical-care plan. These are fee-for-service and 
salary, capitation, or both. 

Under the fee-for-service method of payment the physician receives 
a predetermined fee for each service or c losely related group of services 
rendered. Thus he is compensated directly in proportion to the 
amount and type of work he does. This method of payment, which 
is traditional in this country, is the method used by Blue Shield plans 
and private insurance company plans. 

The chief limitation imposed by the fee-for-service method of pay- 
ment is that those aspects of medical care rendered by physicians that 
are subject to abuse by patients, physicians, or both cannot be covered 
by a medical-care plan using this method unless certain technical 
devices that limit = avoid abuse are employed. 

The salary method of payment is so familiar as to need no elncida- 
tion. It is utilized principally by clinics. 

The capitation method of payment, which is employed in Great 
Britain for family physicians, is less well known in this country. 
Under this method, the physician receives an annual fee, about $2.81 
in Great Britain at the present time, for each person on his list or 
panel, 

In exchange for this annual fee the physician is expected to render 
within the limits of his competence, all the services required, re- 
quested, by the persons on his panel. Although in Great Britain the 
capitation method of payment is used to pay individual family 
physicians and the salary method of payment is used to pay individual 
specialists, both of these methods are said to be best adapted to group 
practice with integration of family physicians and specialists and 
associated prepayment. 

The chief defect of salary and capitation is that they subject physi- 
cians to unlimited services for limited, predetermined compensation. 
By so doing they may undermine initiative and, therefore, tend to 
lower the quality of medical care. 

While the salary method of payment, or a combination of salary and 
capitation, may provide acceptable remuneration under private aus- 
pices for the full-time services of physicians on a restricted scale or 
for the part-time services of physicians on a more extensive scale, it is 
doubtful, in my opinion at least, whether either method will ever 
appeal to a significant number of practicing physicians in this country. 
I could be wrong. 

As I have indicated, unlimited access to certain aspects of medical 
care is not insurable. For this reason, a Federal compulsory health 
insurance program cannot utilize the fee-for-service method of pay- 
ment, unless, of course, the fees for abusable services are reduced to 
absurdity. 

Because it is not feasible politically for a Federal program in this 
field to restrict the scope of benefits to those services that are insurable 
or to impose coinsurance features, and because the fee-for-service 
method of payment is not adaptable, salary, capitation, or both must 
be employed. 

If, as is estimated, 85 percent of the population would be covered 
by the program, there would be virtually no private practice. Conse- 
quently, a physician would be forced to practice under the program 
if he wished to remain in the practice of medicine. 





HEALTH INQUIRY 2471 


But ‘to practice under the program he would have to submit to 
unlimited services for limited, predetermined compensation which 
would be the subject of bargaining between the medical profession 
and the officials who operate the program. While certain groups 
within the population may be able to bargain successfully with the 
Federal Government, I do not conceive of the medical profession 
being in this category. Certainly the recent experience of general 
practitioners in Great Britain in their protracted negotiations with 
the Government concerning remuneration has been anything but 
encouraging. 

In order for a compulsory health insurance plan to obtain the 
kind of control that it needs over finances and personnel two main 
ingredients are required. These are group practice with integration 
of the general practitioner and capitation, salary, or both. 

Perhaps it is not a coincidence that those who advocate compulsory 
health insurance are also these who condemn fee for service and what 
they disparagingly call the solo practice of medicine. 

Complete medical care is composed of many elements, including 
hospital services, drugs, dressings, appliances, and the services of 
physicians, dentists, nurses, technicians, and social workers. Of all 
these elements, there are only two which do not readily lend them 
selves to the application of unit financial values. These are the 
services of physicians and dentists. 

While it is not difficult to compute the cost of a patient-day in a 
hospital, the value of an aspirin tablet, or the wages of salary to be 
paid a nurse or technician, it is virtually impossible to make a similar 
determination of the value of services rendered by a physician in the 
private practice of medicine. It is for this reason that Blue Shield 
plans derive great strength from the fact that, within the confines of 
a reasonable premium structure, participating physicians establish 
the level of their own remuneration. 

In Massachusetts, Blue Shield fees are established by more than 50 
physicians and dentists representing 17 specialties. These physicians 
are designated by their own specialty groups and not by Blue Shield 
or the Massachusetts Medical Society. 

It might be expected that physicians, in establishing fees, would 
be overly generous in their own behalf but such has not been the case 
in Massachusetts. As a matter of fact, just the opposite has been 
true. Under our low-income plan, which I will talk about later, an 
appendectomy commands $75, a tonsillectomy $25, | Under our middle- 
income plan, the figures are $125 and $ 50 respective sly. 

Now, I want to talk a little bit about the patterns of medical practice. 
There are two basic patterns of medical practice in the United States. 
These are individual practice by general practitioners and specialists 
and group practice by specialists or by specialists and general practi- 
tioners. As you know, individual practice by general practitioners 
and specialists is far and away the most common. 

The pattern of practice best suited to a prepayment, or a group- 
payment mechanism, is group practice by specialists or by specialists 
and general practitioners who are compensated on a salary basis, 
capitation basis, or both. 

Once the number of physicians and the number of prospective 
patients is known, the calculation of subscription charges is a simple 
matter of addition and division. 
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Furthermore, by subjecting the physicians to unlimited services for 
limited, predetermined, compensation, comprehensive benefits can be 
provided. As noted previously, this is referred to as coinsurance on 
the part of the physician. 

Although it 1s possible for Blue Shield plans to adapt themselves 
to any pattern of medical practice, they are all associated with in- 
dividual practice by general practitioners, specialists and groups of 
specialists who are compensated on a fee-for-service basis by both the 
plans and the general public. Here the establishment of benefits and 
the calculation of subscription charges is more complicated because 
recognized insurance principles must be brought into play. 

During the past few years I have found it necessary to become famil- 
iar with all of the major Federal legislative proposals in the field of 
health and with most of the governmental and nongovernmental re- 
ports bearing upon the social and economic aspects of medical care. 

For the past 4 or 5 years, I have been chairman of the committee on 
national legislation of the Massachusetts Medical Society. 

One of the outstanding themes that I have found recurring over and 
over again is that medicine today is so complicated that the individual 
physician is hopelessly lost. Therefore, every effort should be made 
to encourage group practice, especially prepaid group practice with 
integration of salaried general practitioners and specialists. 

Because I expect to spend the rest of my life in medical adminis- 
tration, my interest in group practice has been and still is academic. 
Like most people I have been impressed by the accomplishments of 
the Mayo Clinic, the Lahey Clinic and similar types of organizations, 
but it was hard for me to see how institutions such as these could fune- 
tion as family physicians. In fact, I became so puzzled that I began 
to wonder whether those who were advocating group practice so 
ardently were really interested in group practice for any reason other 
than that it makes it easier for a prepayment mechanism to work. 

As far as I have been able to determine, the first authoritative ar- 
ticle critical of the concept that group practice by corps of specialists 
or specialists and general practitioners can provide the kind of medi- 
cal care that the people of this country should expect to receive ap- 

eared in the July 4, 1953, issue of the Lancet, a British medical pub- 

ication of unquestionable integrity. It was written by Dr. Joseph 

Collings, whom I know, a New Zealand physician who is an acknowl- 
edged authority on patterns of medical practice throughout the world 
and it is all the more significant because Dr. Collins has no ax to 
grind and, therefore, can be objective. 

Because his observations are extended I have tried to summarize 
them for you in his own words insofar as possible: 

1. The pious hope that it is possible to reintegrate medical care by bringing to- 
gether the specialists who look after different parts of the body or different ages 
of man, whatever its theoretical merits, cannot be applied except in densely 
populated urban areas with good transport facilities. The physical problem of 
transporting the patient to the medical center, or the doctor to the patient’s 
home, sets definite limits to centralizing health services in this way. 

2. For medical care to really be total, general practitioners must be added to 
the team of specialists. EXxperience has already shown that the status of the 
general practitioner, far from being elevated by association with a powerful 
group of specialists, is further depressed. 

3. Another practical drawback to total group practice is that it duplicates 


expensive and elaborate medical resources. Perhaps America can afford this 
but other countries certainly cannot. 
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4. The theory of reintegrating medical care by bringing together the different 
specialties is attractive and those who formulated it only to find it unworkable 
in practice do not give up easily. The tendency is to try to meet the difficul- 
ties of centralization and communication by pushing the general practitioners 
back into the wilderness where they can act as recruitment and referral points 
for the specialists working at the medical center. In places where experi- 
ments in total group practice have failed, subtotal practice has been adopted as 
a substitute. 

This form of organization is destructive to the aims of group practice. Here 
are some examples of the fate befelling general practitioners caught in this form 
of organization in a large city in the United States: 

(a) On joining the group the general practitioner agrees to yield all re 
sponsibility for obstetric care to the specialist obstetricians at the medical cen 
ter; in practice he finds himself doing the emergency and home-call work, for 
miscarriages, and so forth, for patients who are otherwise not his responsibility. 

(6) In some 20 major groups the general practitioners first agreed to yield 
responsibility for the care of children from birth to 2 years of age to the pedia- 
trician ; this age limit was then pushed successively to 6 years, to 12, and then 
to 14. With his responsibility thus limited, the practitioner cannot possibly be 
the focus of family medicine. His work is also cut down in other directions. 

c. He naturally yields all surgery to the surgeon, and soon he finds that he 
no longer sutures a simple cut or opens a superficial abscess. 

d. With internist physicians on hand at the medical center he is soon ex- 
pected to refer to them all save the most trivial medical cases, and the same 
holds good for psychiatric and gynecological cases. 

e. Finally, because the center is designed to handle a large number of pa- 
tients and the general practitioner has only his own survery, 


That is a Britain term for office. 


* * * he finds himself sending patients to the pathologist, instead of collect- 
ing the necessary specimens and sending those along. 

5. If specialist services are centralized and the general practitioner works 
alone, true group practice is destroyed—however free his access to specialist 
centers may be. Such development is doubly dangerous and destructive when 
it grows up as a result of a well-intentioned movement toward the unattain- 
able ideal of total group practice. 

This is no theoretical criticism ; it is a factual account of what has happened, 
despite thoughtful endeavors to prevent it. In groups organized on this basis, 
about 40 percent of the work is done by general practitioners and 60 percent 
by specialists—which hardly suggests integrated care of the patient. At the 
very least the proportion of work and responsibility should be reversed. 

6. I (Collings) have analyzed similar trends and their results in Great 
Britain and New Zealand, where they came about without the aid of well- 
intentioned endeavors to integrate medical services along these lines. I have 
found that any medical-care organization based primarily on specialist care 
(whether inside or outside the hospital) rather than on general pratcice is 
wasteful, is professionally undesirable in many ways, and does not provide 
a satisfactory personal medical service. 

Dr. Collings advocates group practice by from 2 to 5 general 
practitioners. He says that there is abundant evidence demonstrating 
that such groups, when properly organized and employing clerical 
and nursing assistance, can provide personal medical care at a very 
high level meeting perhaps as much as 90 percent of the needs of the 
average patient. 

It is not my wish to involve the committee in an evaluation of pat- 
terns of medical practice, but I do feel that it is important for the 
committee to have as wide a view as possible of the relationship be- 
tween patterns of medical practice and prepayment mechanisms. 

They are two separate facets. The fact that a certain pattern of 
practice makes it easier for a prepayment mechanism to work is not 
a good enough reason to change the pattern of practice and although 
I am not even remotely suggesting that total group practice or sub- 
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total group practice has been or is being advocated in this country for 
this reason, the possibility must be recognized in any evaluation of 
prepayment plans, particularly when those who would alter the pre- 
vailing pattern of practice are asking the Federal Government for 
money with which to accomplish their ends. 

I wish to assure the committee that Blue Shield plans are content 
to take the practice of medicine as they find it knowing oe well that 
within the confines of their own financial resources they can adapt 
themselves readily to any pattern of practice that their iienmering 
physicians may see fit to evolve. 

The majority of Blue Shield plans provide service benefits. This 
means that participating physicians make no additional charge for 
covered services rendered to individuals or families with annual in- 
comes less than preestablished amounts. 

I am acquainted with the arguments for and against service benefits. 
I have also had considerable experience administering a service-bene- 
tit plan. In my opinion, a medical-care plan cannot be effective unless 
it provides service benefits, or some similar device, for a significant 
proportion of its*membership. I say this not because I believe that 
service benefits are necessary to protect plan members, but because I 
believe that service benefits help honest, conscientious physicians pro- 
tect themselves from their less scrupulous colleagues. 

It is my conviction gained through experience that where finances 
are concerned, the vast majority of physicians are honest, fair, and 
reasonable, and that, except for the gouging of a few robber barons, 
almost every unpleasantness concerning fees is due to misunderstand- 
ing on the part of patient, physician, or both. If all physicians were 
as most physicians are, we could forget about service benefits. 

In Massachusetts we have two plans—one with a family income 
limit of $3,000 and another with a limit, family income limit and an 
individual limit, as a matter of fact, of $5,000. 

The scope of benefits is the same under both plans but the level of 
fees and subscription charges is higher for the $5,000 plan than for 
the $3,000 plan. 

According to wage records in Massachusetts our income limits pro- 
vide service benefits for essentially 85 percent of the working popula- 
tion. Because we permit subscribers to choose the plan that best 
suits their individual needs, we have succeeded in gearing our sub- 
script ion charges to ability to prepay in a broad sense. 

Our $5,000 plan, which became available generally on January 1, 
1951, was our answer to inflation. In the present economy our $3,000 
plan is subsidized by the medical profession for individuals and 
families with low incomes. 

The vast bulk of Blue Shield members join through group enroll- 
ment. Because it is neither practical nor socially desirable for Blue 
Shield plans to insist upon high enrollment percentages—as you 
probably know the insurance companies do—they typically protect 
themselves from a preponderance of poor risks by imposing waiting 
periods on obstetrical services, tonsillectomies, and, in some instances, 
also on specific conditions likely to be of common occurrence, chronic 
duration, or both. Waiting periods vary among the plans, the com- 
mon maximum being 1 year. Where satisfactory percentage require- 
ments are achieved, similar to those required by insurance companies, 
waiting periods are usually waived. 
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Most Blue Shield plans arrange for nongroup enrollment of indi- 
viduals and families not associated with an eligible group. In Massa 
chusetts nongroup applicants complete a health statement on the basis 
of which the application is accepted, rejected, or accepted with a 
waiver of known conditions likely to require treatment. In addition 
a 1-year waiting period is imposed on specified conditions. Although 
applicants must be less than 65 years of age, our experience seems to 
indicate that this limitation can be done away with. 

It is not difficult to enroll people in Blue Shield plans. ‘The prob 
lem is to keep them enrolled when they lose their income. Although 
members who leave their place of employment may retain their cover 
age. not all of them do so. 

In Massachusetts the annual ratio of cancellations to total membe1 
ship is 1.23 percent. About one-half of those who relinquish their 
memberships do so for lack of funds; the remainder drop out for a 
variety of reasons such as death, removal to another State, transfer 
to other coverage, and so forth. 

There have been instances in Massachusetts where the State or 
local welfare agency has continued to pay subscription charges for, 
persons out of work but this is the exception rather than the rule 
because hospital and medical care is avaiable to such agencies at rates 
considerably lower than those paid by Blue Cross and Blue Shield. 

Under the law in Massachusetts welfare agencies are required to 
pay no more than $14 per day for care rendered in a hospital. This 
amount does not today cover the cost of hospital care let alone the 
additional cost of physicians’ services. 

In my opinion, it is not unlikely that as Blue Shield plans extend 
the scope of their benefits and as payments for medical care by gov 
ernmental agencies at all levels more closely approximate the cost of 
such care, the incentive of such agencies to assume Blue Cross and 
Blue Shield subscription charges for their beneficiaries will be en 
hanced. 

Today virtually every person in Massachusetts who has not already 
done so can enroll in Blue Cross-Blue Shield or in a medical care plan 
underwritten by commercial insurance companies. If with the pres 
ent rate of enrollment, which in Blue Cross-Blue Shield alone run 
between 150,000 and 200,000 per year, some satisfactory mechanism 
could be found to salvage those members who drop their coverage for 
financial reasons, it would not be long until virtually every person 
in the Commonwealth could enjoy substantial protection against the 
costs of medical care. 

The assertion that Blue Shield plans exert little or no control over 
the quality of services rendered by participating physicians is true. 

Blue Shield plans pretend to neither omniscience nor omnipotence. 
They assume that medical schools do a creditable job and that State 
licensing boards take their responsibilities seriously. They also be- 
lieve strongly that patients should be permitted to choose their own 
physicians. Because the vast majority of practicing physicians in 
this country are participating, the services covered by Blue Shield 
plans are qualitatively neither better nor worse than those available 
to non-member in the same community. 

Now, I have some conclusions. Blue Shield plans have been de 
vised by the medical profession to help individuals and families meet 
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unexpected and financially significant bills for physicians’ services. 
It is for this reason that they are grafted upon the prevailing mode of 
medica] practice in this country which is individual practice by fam- 
ily physicians and specialists on a fee-for-service basis. Less than 
3 percent of the physicians in this country are currently engaged in 
group practice and most of these are specialists associated with groups 
that use the fee-for-service method of billing patients. 

The two areas of financial consequence in which Blue Shield plans 
are said to be delinquent, ambulatory diagnostic services and home and 
office calls for serious or prolonged illness, are being narrowed in ways 
that eliminate the possibility of unwarranted abuse by patients, phy- 
sicians, or both. 

Abuse by any segment of a plan’s membership or by any of its 
participating physicians imposes an unwarranted financial burden 
upon the plan’s entire membership. 

Whether or not Blue Shield plans include benefits for periodic 
health examinations and other certain or near-certain prophylactic 
measures will depend upon the willingness of the public to reimburse 
Blue Shield for the cost of such services plus an administrative 
charge. Similarly, whether or not minor surgery and other services 
of little financial consequence should be included also will be deter- 
mined by the public 

One of the few prob lems of consequence with which Blue Shield 
plans are faced is that of retaining members who leave their place 
of e culepah nt permanently or who are unemployed temporarily. 
Most important in this category are persons who are retired under a 
compulsory formula and persons who are drawing unemployment 
compensation during periods of temporary dislocation. 

It bears repeating that voluntary prepayment of hospital and 
physician bills could be extended to virtually the entire population in 
a relatively short period of time if some acceptable mock 1anism could 
be devised to rescue the memberships of those who suffer abrupt 
curtailment of income. 

Another problem, relatively minor but exceedingly irritating, and 
one on which Mr. van Steenwyk spent some time yesterday, is the 
inability of Federal employees to have their subscription charges 
deducted from their pay. 

It probably will not be feasible for governmental welfare agencies 
to deal with volunatry prepayment plans until such time as welfare 
agencies are called upon to pay the full cost of hospital and physician 
services, if that time ever comes. 

An outstanding characteristic of Blue Shield plans is their ability 
to stand on their own feet financially. It is partly for this reason 
that they do not look with favor upon any suggestion that their 
benefit structure or method of operation be subsidized. To put it 
another way, within their own resources, Blue Shield plans are in 
a position to offer virtually any scope of benefits that may be in the 
public interest and they will work diligently and cooperatively with 
any governmental agency that wishes to purchase such benefits for any 
individuals or families for whom the agency has assumed complete or 
partial economic responsibility. 

As would be expected there are very few nonphysicians who possess 
an understanding of medical practice in its many and varied ramifica- 
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tions. Similarly, there are very few physicians who are familiar 
with corporate administration, actuarial principles, underwriting 
requirements, public relations, or mass salesmanship. 

Consequently, it can be predicted that, while the medical profes- 
sion should not and will not relinquish ultimate control over its 
destiny insofar as medical prepayment plans are concerned, more and 
more nonphysicians will be brought into Blue Shield plans at the 
policymaking level. 

The CHarMan. In the questioning of the witness, it is the inten- 
tion of the Chair to try a new system of order of priority. It is 
based upon giving recognition to those who first appear at committee 
hearings. The first one this morning who appeared was Mr. 
Derounian. 

Mr. Derounian, it is your privilege to question the witness. 

Mr. Derounian. Thank you for the priority, Mr. Chairman. 

Dr. Hayden, I assume you have read the President's health message ¢ 

Dr. Haypen. Yes, I have read the President’s health message. 

Mr. Deroun1an. Would you care to comment on it? 

Dr. Hayven. The President’s health message includes several facets, 
several proposals, among them: extension of the Hill-Burton Act, ex- 
tension of the vocational rehabilitation program, and a revision of the 
formula for providing grants-in-aid to States. And I think there are 
a couple of other items in there which I would say were noncontrover 
sial and I think most everybody would agree ought to be done. 

The reinsurance aspect of the program, which I presume is what you 
are talking about, has not been thoroughly explained in detail so I can- 
not say anything about it. He said we need a reinsurance program, 


$25 million will be made available to get it going or launch the pro- 
gram, with the intention that would be retired out of premiums paid 
in by plans seeking reinsurance. But until I know more about it, 
I would not be able to venture any opinion as to its effectiveness. 
Mr. DerountAn. I have one further question. The American Med- 
ical Association, if I am correct, did not appear to favor that rein- 
surance proce of it too strongly, although it did not go into detail. I 


assume that, being a member “of Blue Shield and from your testimony, 
you would probably be inclined to go along with the American Medical 
Association ? 

Dr. Haypen. Not necessarily. In Massachusetts the Blue Shield 
plan was established by the Massachusetts Medical Society, and there 
were some aspects of this program which were devised initially with 
which the American Medical Association took some issue. 

For instance, the whole matter of service benefits was involved. The 
delegation from Massachusetts to the house of delegates of the Amer- 
ican Medical Association introduced a resolution which was debated 
in Atlantic City in 1943 or 1942. It was before my time with this 
plan. Finally, they emerged victorious and the American Medical 
Association approved the service-benefit principal. 

I am saying that because it is possible for the Massachusetts Medi 
cal Society to take an attitude which might not be in accord with the 
official attitude as might be expressed by the American Medical Asso- 
ciation. If the Massachus setts Medical Society thought it was in the 
interest of the medical profession, or I should put it ‘another way—if 
it were in the interest of the people of Massachusetts to take a position 
in regard to an aspect of the prepayment program which might be 
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at some variance with the thinking of the American Medical Associa- 
tion, I think they might be inclined to do so. At the same time they 
go to the American Medical Association and explain their position, 
and try to convert them. 

Now, we are ti ilking about a hypothetical situation here and I do 
not want to have anybody get the idea that we in Massachusetts-would 
fly deliberately into the face of the American Medical Association. 
We are part of that association and proud of it. I am a delegate to 
the American Medical Association, 1 of 6 from Massachusetts. And 
[ treasure that honor and privilege. 

In deciding the destiny of a particular prepayment program in a 
given area, such as Massachusetts, I think the Massachusetts Medical 
Society would resolve any problems _ questions in the interest of the 
people of Massachusetts. Offhand, I cannot think of any area in 
which we would be in conflict with the American Medical Association. 

But I want to make it perfectly clear that it is possible that there 
might be some minor or major deviations. 

Mr. Drroun1an. One thing bothers me about the American Medical 
Association. And I am one who believes that the States should con- 
trol the professions within their borders. But to me, perhaps it is 
because they have not put their public relations program over, 
although they spent quite a bit of money on it. It seems that the 
American Medical Association has thought of the American Medical 
Association, period, in the last few years. 

[ do not think in the type of atmosphere we are in today that any 
one organization can be unbending when there is the health of the 
Nation at stake. We should give a little. I think it is the attitude 
of the American Medical Association, which they have had over the 


past few years, that leads people to believe that they are thinking only 
of the American Medical Association. I just hope that is not so. 
That isall [have. Thank you, Mr. Chairman. 
Dr. Haypen. May I comment on that just a moment, Mr. Chairman ? 
I know the American Medical Association has ae before this 


committee, and I am not appearing as a witness for or against the 
American Medical Association. I think you have to have some sym- 
pathy with the problems that the American Medical Association, or 
the medical profession generally, has been up against during the 
past 20 years. 

They have been on the defensive: they have been castigated from 
all angles and called everything in the book. That tends to get a 
person's back up a little bit. Perhaps now with a more favorable 
climate and, to me, an apparently more satisfactory atmosphere in 
the country in regard to these problems of prepayment, where it is 
not all or nothing and we are going to have compulsory health insur- 
ance or nothing, where there is an opportunity now to work out a 
solution of these problems, I would venture to predict the American 
Medical Association will be very helpful in solving these problems. 

That is just a personal opinion of mine. I am certainly not here 
either for or against the American Medical Association. 

Mr. Derountan. Thank you. 

The Cuarrman. The second gentleman entitled to recognition under 
the new procedure we are utilizing today is Mr. Rogers of Florida. 

Mr. Rocers. Mr. Chairman, thank you. 
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Dr. Hayden, in your statement on page 17 you referred to some refer- 
ences there. What is the difference in the fees you charge under the 
lifferent plans; what is the fees under the low-income plan, and the 

r plan? 

Dr. Haypen. Under our low-income plan, Mr. Rogers, the family 
subse ription charge is $2.50 per month. Under the high-income plan, 
the $5,000 plan, I was referring to the $3,000 plan before—under the 
$5,000 plan the monthly sebseription charge per family is 4.75. 

Mr. Rogers. Now, you also make the statement here with reference 
to the charges under the low-income plan of an appendectomy you 

ge $75 and the tonsillectomy you charge $25; under the middle- 
ncome plan the figure rises to $125 and $50. 1 wonder if you use the 

same doctors in performing the operation on these operations that you 
mentioned ? 

Dr. Haypen. Yes; 99.44 percent of the doctors in Massachusetts 
we under contract to us in Blue Shield. They are participating in 
our program. There is no difference. Any patient could go to any 
doctor, and I have had broad experience in Massachusetts. . 

\s I say, we have 114 million people covered ; we pay something like 
5,000 claims a month. I never had an experience where a patient 
ime in and said, “Well, the doctor wouldn't operate on me because I 

was in the low-income group and he was only going to get $75.” I 
have never had that experience. 

Mr. Rogers. You do not have any orade of doctors, so far as your 
plan is concerned ? 

Dr. Haypen. Oh, no. The top surgeon in the State, if there is a 
top surgeon in the State, will do an appendectomy on these people 
just as soon as anybody else would do it. 

Mr. Rogers. The low-income man gets the same expert care and 
service as the other? 

Dr. Haypen. Yes, sir. 

Mr. Rocers. I have just one other question. I notice you make a 
statement on page 19 of your statement that— 

Experience has already shown that the status of the general practitioner, far 
rom being elevated by association with a powerful group of specialists, is 
further depressed. 

Do you care to elaborate on that? What brings that about? 

Dr. Haypven. I was quoting there from Dr. Collings’ article in the 
July 4, 1953, issue of the Lancet. Dr. Collins is probably the out- 
standing authority on patterns of medical practice. He has studied 
group practice throughout the world. His feeling is that when you 
bring a general practitioner into a group of specialists, the general 
practitioner does not remain a general practitioner. He either studies 
hard at night, or he takes some courses, or he does something and 
becomes a specialist, in internal nails or psychiatry, or else he 
becomes just an office boy who just sees the cases that are not im- 
portant. He is sort of like an intern, you see, to these high-quality 
specialists. 

He loses his identity. And Dr. Collins is very much concerned 
about that. He feels and I feel, too, that the backbone of medicine 
in this country is the general practitioner. And if we are going to 
make his position untenable by thrusting him into groups of special- 
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ists, I think then probably we are going to have some very serious 
medical care problems, particularly in areas in the more remote areas 
where you cannot set up a group of high-type specialists to take care 
of the day-to-day needs of the people. 

Mr. Rogers. Would you think the association of the general practi- 
tioner with this group would impair his efficiency, or ‘would it react 
on his ambitions 

Dr. Hayven. I think it would react on his ambition. He could not 
remain a general practitioner and do the kind of things that the 
general practitioners seek to do and should be doing. You see, they 
are robbed there. In the illustration Dr. Collings gives in this one 
particular group, 60 percent of the services were rendered by special 
ists and only 40 percent by general practitioners, and he said it 
should be the other way around, at least. 

It is pretty well established now that a competent general prac- 
titioner can render 80 to 85 percent of the medical care required by 
his patients. For the 15 percent involving more astute diagnosis than 
he can render or more complicated technical intervention such as an 
operation than he is capable of handling, then, of course, those are 
referred to the specialists. 

Mr. Rocers. That is all; thank you very much. 

The CHarrMAN. The next member who is entitled to recognition is 
Mr. Springer. 

Mr. Sprincer. Doctor, I just have 1 or 2 questions. I do not want 
to get into legislation here, but this is supplementary to the recom- 
mendations of the President in his recent speech on medicine and 
health in this country. It is related to a bill introduced having to 
do with the construction of diagnostic treatment, rehabilitation and 
nursing facilities for ambulatory chronic disease of patients, in which 
there is a grant for the construction of nonprofit diagnostic treat- 
me nt centers in the No. 1 classification, and in the No. 2 classification 

for the grants for the construction of nonprofit hospitals for chroni 

cally ill and impaired, and, 3, for grants for the construction of non 
profit rehabilitation facilities, and, 4, for grants for the construction 
of nonprofit nursing homes. 

Do you believe that is good legislation to fit in with your program ¢ 

Dr. Haypen. I would not know, Representative Springer, in detail 
what the language is, as far as those kinds of facilities are concerned. 
I think we need those kinds of facilities. Now, whether or not there 
are enough of them to fo around at this present time, I cannot say. 
That isa feeling on which I have no expert knowledge. 

Mr. Sprincer. Let me ask you this: Would there be any conflict 
between this type of legislation and the thing that you are doing? 

Dr. Haypen. In a prepayment plan like ours, you mean? 

Mr. Sprincer. Yes. 

Dr. Haypen. Oh, no, none whatsoever. As a matter of fact, we are 
going to need some good nursing homes for our prolonged illness pro- 
gram. 

Mr. Sprincer. If this type of legislation were enacted, it would in 
fact in some ways merely implement what you are doing, would it not? 

Dr. Haypen. Well, I suppose if it made it easier for ¢ doctors to prac- 
tice medicine and practice good medicine, I would say, ves, it probably 
enhances indirectly our efforts. After all, we are just nothing more 
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nor less than a prepayment mechanism. We pick up money from 
people and pay it over to doctors, and the pe one choose their own doc 
tors and they get the kind of care that that doctor can provide. 

I would think that almost any proposal, reasonable proposal, would 
enhance the doctor’s ability and the physicians ability to render care 
of higher quality or move efficiently and that would be in the public 
interest, and indirectly would benefit our program. 

Mr. Sprincer. You understand that this type of legislation, in this 
type of legislation these facilities would be under the jurisdiction of 
people who are practicing medicine ¢ 

Dr. Haypen. Yes, I assume that. 

Mr. Sprincer. You are a medical doctor, are you not? 

Dr. Haypen. Yes, sir. 

Mr. Sprincer. There is nothing in the nature of this type of legis- 
lation which could be called “socialized medicine,” is there ¢ 

Dr. Haypen. I would not think so. 

Mr. Serincer. I have just one other question. In previous witnesses 
who have testified here, there have been charts and evidence intro- 
duced which tends to show that in those income brackets of less than 
$3,000, 59 percent of the people are uninsured even for hospital care. 

Dr. Haypen. Yes. 

Mr. Sprincer. Do you have anything in your experience that you 
could point out to this committee which would be helpful in covering 
that class of people ¢ 

Dr. Haypen. My answer to that question at the moment is no. You 
are referring to the Health Information Foundation study. I happen 
to be, as the chairman read my background up there, on their advisory 
committee and I take some pardon: ible pride in the fact it was my sug 
gestion that launched that study. 

[ was not so interested in the national aspects of that survey, as they 
probably told you. The national aspect of the study was really a test- 
ing of their methods. 

Now, to get to your question, what I had in mind and what they are 
doing is this: They have come into Massachusetts to determine how 
adequately our Blue Cross and Blue Shield plans are serving the 
people in Massachusetts. To say that another way, they have come 
into Massachusetts and using the same survey technique that they 
checked nationally for its validity, | have studied our Blue Shielk | me m- 
bership and our Blue Cross membership and they did this with some 
of the private insurance companies to get some comparability, to find 
out what areas if any were not adequately being covered by our pre- 
payment programs as they exist in Massachusetts, with the two in- 
come limit program. 

Now, that information is not available yet, and when it becomes 
available I can answer your question. But it should be available i 
the not-too-distant future, and, perhaps, Mr. Williamson, when he 
testified here, gave you some information as to when it would be avail- 
able. 

Mr. Sprincer. I believe that this committee is finding the longer 
these hearings go on that there are four major classifications of p eople 
who are vitally ‘interested in this question of some kind of medical care, 
whether by prepayment or something of the kind. I think we can 
break that down into; first, your people with less than $3,000 income, 





2482 HEALTH INQUIRY 


which for most purposes we will say are medically indigent, for the 
most part. That is unless they have a prepayment plan which as we 
find out they do not have. 

Dr. Haypen. I would say if they have families they would be 
medically indigent. 

Mr. Srincer. The second is the cronically ill. The third are the 
unemployed who temporarily cannot take care of their situation, and 
the fourth is your catastrophic illnesses. 

I believe that most of the testimony indicates that a great many of 
the other people are not finding too much fault with medical care, 
but you find those four groups of people in which there is not adequate 
medical care for one reason or another. 

Now, is there anything in your experience, in your plan, or any other 
suggestion you can make to this committee for taking care of those 
four critical groups? 

Dr. Haypen. That is a very difficult question to answer. 

The CuarrMan,. Well, it is a very important question, Doctor, and 
I was going to suggest that while you give us today the benefit of your 
opinion off-hand, so to speak, please feel free if you wish to add to it 
or clarify or explain whatever answer you make today so as to give 
as complete an answer as would be possible to have on more mature 
thought. 

Dr. Haypen. Well, the problem as I tried to point out in my pres- 
entation is not a problem of benefit structure. I think it is perfectly 
possible for us in the prepayment field to write a scope of benefits that 
will adequately take care of the medical needs of the people that you 
are talking about. 

Then, the problem resolves itself down into one of economics, and 
we have no magic and we cannot make money and we have to pay 
off and we have to remain solvent, otherwise the insurance commis- 
sioner is going to get mad at us. 

So, the answer to your question, then, lies in some mechanism that 
will make money available so that these people can belong to these 
plans. 

Mr. Sprrncer. Do you think a reinsurance program can cover - 

Dr. Haypen. I think on that subject I can go along with Mr. Van 
Steenwyck. I had a chance to read his testimony last evening, and 
I was not able to be here when he gave it. I do not think we know 
how valuable a reinsurance program would be in expanding coverage 
to these particular groups. My own feeling is that a reinsurance 
program would have value only in that it would protect plans that 
were writing an extended scope of benefits, or writing benefits beyond 
their present scope of benefits on something of an experimental basis. 

I could think, for instance, of areas in this prolonged illness area 
in which we are experimenting. A number of plans are doing it, and 
we think that we are going to do a good job at it, and we think that we 
are not going to need any reinsurance. We think our actuary is smart 
enough so that we will come out all right. If not, we will increase the 
rate. 

Mr. Sprincer. I would like to just pursue this a second further. 
I cannot remember whether it was Mr. Steenwyck or Mr. Gordon 
Gray, but one of these two men I feel sure testified in effect that they 
felt that possibly to cover two of these groups, for instance the un- 
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employed and to cover those above 65 years of age, among which you 
have a lot of the chronically ill, to cover them under their unemploy- 
ment insurance contract with the Federal Government, under an un- 
employment insurance program, and the second to cover it on a group 
under a Federal program. 

Dr. Haypen. You mean make premiums available? 

Mr. Sprineer. We have not gone to that point yet, to make pre- 
miums available some way to cover that group. Then, we would cover 
those not on OASIT, but on old age insurance. 

Dr. Hayven. Public assistance, you mean ¢ 

Mr. Springer. Yes, the other group that you have. Then you have 
those on social security, and you can cover those in some kind of a 
program, since they would be medically indigent. I take it, with an 
income of possibly only from $30 to a married group of as high as 
$160; it would be less than $3,000 to cover them under some kind of a 
Federal program on those kind of contracts. 

Now, that would cover a large group of people. What would you 
think about that suggestion ? 

Dr. Haypren. Well, I say this, that we will sell our contracts to 
anybody that wants to buy them, and we will sit down with the welfare 
people in Massachusetts or any place else in an effort to work out the 
kind of a contract that they think and we think, we all think, would 
be adequate to cover the medical needs of these people. It is just a 
question of where the money is coming from, and that is beyond the 
scope. 

Mr. Sprincer. Could you do this on a cost-plus basis; plus 6 
percent ¢ 

Dr. Haypen. Yes, we could do it cheaper than that. 

Mr. Sprincer. | thought your administrative costs are 11 percent 
plus. 

Dr. Haypren. Our administrative cost in Blue Shield is between 
6 and 7 percent. . 

Mr. Sprincer. I looked at your figures here, and I understood that 
was what it was. It says “Operating expense.” 

Dr. Haypen. That is probably an average, and Mr. Smith, who is 
going to follow me will be able to interpret that for you. I think that 
is an average of all plans. But our operating ratio in Massachusetts 
is between 6 and 7 percent. 

Mr. Sprtncer. I will yield to the gentleman from Iowa. 

The CHarrMan. Before the gentleman starts on his questioning, 
may I call attention of the members to the fact that I hope the request 
for yielding will not be too frequently made, because it would destroy 
the continuity of the priority that we are trying to establish. I have 
seen the time when we finally lose track of who had the chair, whether 
the Chairman had anything to do with it or whether the individual 
member was doing it. 

Mr. Sprincer. I will yield to the Chair. 

The CratrmMan. Some day, I am hoping that we can adopt a plan 
that when you yield it will be done only for the purpose of clarifica 
tion. However, Mr. Dolliver, I do not mean this to apply to you, 
and I do say for your encouragement that you are not very far down 
the list. 

The next one on the list is Mr. Beamer. 
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Mr. Bramer. I was especially interested in some of the remarks 
although we did not have a copy of your sts seeiieit and we had to 
make some notes as we went along, listening audibly. 

The President, as you notice, had a statement in the state of the 
Union message that he was opposed to socialized medicine. I rather 
gathered from your remarks that you would concur in that opinion, 
and I think probably all doctors or all Americans would do that. 
IT was interested, however, in checking on this and I looked in the 
dictionary, and may I read a definition ? 

Socialism is a political and economic theory of social organization based on 
collective or governmental ownership and democratic management of the essen- 
tial means for the production and distribution of goods. 

I wonder if we could not add services, and, after all, medicine can 
he socialized as well as electric power can be socialized, as well as any 
other service or means of energy can be socialized. 

I am wondering whether the medical profession, and I am not 
asking the AMA or you, personally, but this is just a thought—TI ask 
this question because I have talked to people who have visited in 
Kngland and especially to doctors who have made self-appointed 
studies of the British socialized-medicine program—whether you 
would think that they would be fearful that a reinsurance program 
might be the entering wedge such as it appeared to have been in Great 
Britain and some of the other countries, that today have very ex- 
tensive health and medical programs? 

Dr. Hayven. In Britain, yes, they have extensive programs, but I 
do not think they use reinsurance there. 

Mr. Beamer. No, I do not think they use it but what was the 
method by which it was introduced ? 

Dr. Haypen. The National Health Act of 1945, was it not? 

Mr. Beamer. Well, in other words, it was a Federal Government 
enactment, was it not? 

Dr. Haypen. I think it was 1948. Yes, it was a very broad and 
detailed law. 

Mr. Beamer. When the Federal Government stepped in? 

Dr. Haypen. That is right. 

Mr. Beamer. I am wondering if, perhaps, that may be the reason 
the medical profession today is wondering whether or not this might 
be a step in that direction, even though it apparently is not designed 
for that purpose ¢ 

Dr. Haypen. I would think that many physicians look with some 
hesitancy upon any program which would put a Federal subsidy 
into the picture as far as prepayment programs are concerned. Now, 
I am not saying that they should or should not, but in answer to your 
question, I ‘think that there are a number of physicians who would 
look with some skepticism about any proposal to put Federal money 
into the program, the Blue Shield prepayment programs, the medical 
care plans sponsored by the medical profession. I think they would 
look with some apprehension on it. 

Mr. Beamer. Even if it made it possible for your organization to 
extend your coverage and benefits to a large number of people now 
not having those services available? 

Dr. Haypen. Well, I think it would have to be pretty carefully 
spelled out in the legislation just what the purpose of the legislation 
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was, how broad it was to be, when it was going to terminate, and all 
of the rest. 

As I said earlier today, I was quite impressed with some of the state- 
ments that my good friend, Mr. Van Steenwyck, made in this regard. 
\s I got it, he was in essence suggesting that pilot programs, or pilot 
programs in particular areas, unexplored areas, be established through 
joint cooperation of some Federal agency and representatives of the 
voluntary movement, in somewhat the same manner that the Public 
Health Service now initiates private demonstrations, not private but 
they introduced demonstrations in States of various as pects of public 
health and if they are successful after a year wr so and the time limit 

s specified the State picks it up and carries it along by itself. If 
t has not been successful, they terminate the aredmebel and forget 
about it. 

It is on something of a self-liquidating loan basis with no money 
to be repaid, and it is just an experiment, and a demonstration, and 

pilot study, if you like. I think that is what Mr. Van Steenwyck 
had in mind, in general terms. 

Along those lines, I would say this, that the American Medical 
Association, and again I am not speaking for them, was in favor of a 
one-shot grant to medical schools under the Hill-Burton type of 
formula, to help them construct new facilities and so forth and so 
on. I would think. and again I am on dangerous ground here—— 

Mr. Bramer. Do not answer any more than you wish, Doctor. 

Mr. Haypen. Let me say this: I, personally, can see no serious 
objection to the Federal Government putting a grant into a demon- 
stration project in North Dakota, for instance, to permit a prepay- 
ment mechanism or to help develop the kind of techniques that are 
necessary in order to give the people of North Dakota, which is a 
sparsely settled State and there are people all over there and I am 
using that as an example of an area that would probably be hard to 
cultivate prepaymentwise w ithout some exper imentation, some type 
of study. 

I would think it would be possible to put a single grant of funds 
into a pilot study, or an experimental demonstration in that area. I 
would think that you could do the same thing in other areas, but it 
would have to be self-liquidating, or, rather, self-terminating and the 
period of time during which the experiment should run would have 
to 2 set forth pretty carefully in the prospectus of the project. 

I do not think that there would be too serious objection to that. 
That is my own opinion, and I would not object to it. 

Mr. Beamer. What reception have vou been civen by the insurance 
commissioners of the States in which Blue Shield operates ¢ 

Dr. Haypven. What is the question ? 

Mr. Beamer. Has it been generally favorable, the reception that 
you have received, or have you had any resistance on the part of 
insurance commissioners ? 

Dr. Haypen. You mean these prepayment programs? 

Mr. Beamer. In Massachusetts, or are you familiar with other 
States ¢ 

Dr. Haypen. I do not want to speak for the other States; Mr. Smith 
can do so. 

In Massachusetts, our relationship with the insurance department 
is wonderful. 
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Mr. Beamer. In other words, may I say they probably have en- 
couraged you by their actions? 

Dr. Haypen. Oh, yes; they have helped us in many many ways, and 
they have been exceedingly cooperative. 

Mr. Beamer. I read just briefly an article that came to my desk that 
one of the most remarkable phenomena in America has been the growth 

of private voluntary health insurance plans. In 1952, 135 million 
Americans had medical insurance, and more than 73 million had in- 
surance of surgical expense, and more than 91 million insurance of 
hospital expense. 

Now, does that conform somewhat with the information you have? 

Dr. Haypen. Oh, yes; that is Health Information Foundation ma- 
terial. 

Mr. Beamer. So we can say over the years that this has been a very 
rapid growth ? 

Dr, Haypen. It is ¢ completely astounding. 

Mr. Beamer. Could you conceive that with the private insurance 
companies and the voluntary insurance companies continuing as they 
have in the last 15 or 20 or 30 years, it would not be very many years 
until they probably would have a fairly complete coverage of these 
other groups to which some of us have expressed some concern ? 

Dr. Haynen. Yes, but as Mr. Springer was asking a question about 
these four groups of people who have a lack of funds, no matter what 
kind of a program you establish on a prepayment basis, or no matter 
what the scope of benefits would be, somebody is going to have to pay 
the premiums. 

As I say, the big problem is an economic problem and it is not a 
problem of establishing benefits or making the services available. It 
isa problem of these people not being able to pay premiums when they 
suddenly find themselves in a distressing financial circumstance. 

Mr. Beamer. Has it been true, perhaps, that your voluntary plan 
has been able to include more groups in the last few years than were 
included 5 or 10 years ago? 

Dr. Haypven. There is no question about that. 

Mr. Beamer. Is it not conceivable then by continuing studies and 
pilot studies that you have suggested that they might include some of 
these four groups or might ine Jude all four groups under some work- 
able program ¢ 

Dr. Haypen. Well, yes, assuming that some money is made avail- 
able for them 1 to pay premiums, 

Mr. Beamer. How is the money made available on these other ex- 
pansion programs? 

Dr. Haypen. Out of their own pockets. 

Mr. Beamer. Either the insurance individually or by groups or by 
the company ? 

Dr. Haypen. Yes, sir. 

Mr. Beamer. This brings up a question: As I understood you to 
say, you have no opinion now to express on the reinsurance program, 
and it is merely projected at this time. 

Dr. Haypen. I do not know what it is, other than in general terms 
as expressed in the newspapers, and I was among many at a briefing 
in the departmental offices a couple of Mondays ago where we got 
some details which were not complete and it was our understanding 
that the proposal, and we were told at that time that the detailed pro- 
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posal, would be presented to the Congress in a matter of 2 or 3 weeks. 

Mr. Beamer. The question, I think, that this committee is trying to 
resolve is whether or not the Federal Government should intervene 
in the health insurance program. I think probably you have helped 
us materially, but it is a question which still must be resolved by some- 
one, is that not right, whether the Federal Government shoul d inter- 
vene and assist or take over, eventually ¢ 

Dr. Haypen. I think that first, before any hard and fast program 
of governmental assistance or intervention is established, along with 
Mr. Van Steenwyck, that the Government can be very helpful in aid- 
ing financially and otherwise, in a canvass or a survey of certain 
areas—these areas in which we are delinquent, as Mr. Springer said- 
and pilot studies in those areas to determine just what the problem is. 

We have never really had a crack at those people because they have 
not been able to pay our premiums. 

Mr. Beamer. How long would those pilot studies take? 

Dr. Haypren. I would say a couple of - irs. 

Mr. Beamer. Then, you might be able to secure or provide a much 
better program and jumping into this / 

Dr. Haypen. We might find out a lot of things that we do not even 
suspect today. Perhaps, we are in a position to do a lot more for those 
people than we know. As I say, in Massachusetts we would be happy 
to sit down with the department of welfare, with Mr. Tomkins, or 
with the commissioner of health, and particularly Mr. Tomkins, who 
has the welfare problems, and talk about these matters. He would 
be al: id to sit down and talk to us about them, too, because our rela- 
tionship is very cordial, except that currently he can buy hospitt al and 
medical care cheaper than we can, under the law in Massachusetts. 

The per diem, hospital per diem, cost in Massachusetts would run 
anywhere from $20 to $30 in any of the good hospitals in Massachu- 
setts, and I do not mean good hospitals, [ mean any of the approved 
hospitals, ap yproved by the department of health. They are all good 
hospitals in Massachusetts. But I was thinking of the larger hos- 
pitals that have a large complement of patients. The per diem costs 
there would run from $20 to $30 a day. 

Under the law, the department of welfare cannot pay any more than 
$14 per day. That is going to be changed beginning in 1955, but 
that is the present status, and there is no incentive for Mr. Tomkins 
to come to Blue Cross, for instance, and say, “We would like to work 
out something for our people.” He can buy hospital care cheaper 
than Blue Cross can. Blue Cross has to pay between $20 to $30 
a day. 

There is no incentive at the present time. There may be some 
incentive later. We may get to a place where welfare patients are in- 
volved and someone has to pay the full costs of their care. 

I would think in the interim period some pilot studies and demon- 
strations would be helpful. It is a pattern which has been estab- 
lished in the Public Health Service for a number of years, and also 
the foundations have done a similar job. Some of the foundations 
have set up little pilot studies, from which have been derived a good 
deal of information which has been very helpful. It goes on for a 
period of a year or 2 years, or however long you think it is going to 
be necessary to subsidize the program in order to get the informa- 
tion that you are looking for and then it terminates. 
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By that time, you have learned something, and you are either 
going to continue it on some other kind of a basis at the local level, per- 
haps, or you are going to say, “Well, this is something that cannot 
be handled in this way,” and you are going to abandon it. 

I would think that approach would be a much more judicious ap- 
proach at this time, rather than trying to write a permanent 
piece of legislation in this field. I do not think that we are smart 
enough to write the kind of legislation that should endure permanent- 
ly in this field. 

Mr. Beamer. I think that you have answered the question I had 
uppermost in my mind. 

Thank you. 

The Crarrman. The next member entitled to recognition is Mr. 
Dolliver. 

Mr. O’Hara. Mr. Chairman, I have a distinguished guest who is 
a visitor from from my home State, Mr. Stafford King, our State 
auditor, and I would like to introduce him to the committee. 

We are very glad to have you here with us. 

Mr. Dotuiver. Dr. Hayden, just to go a litle further into the four 
classes named by Mr. Springer. Eliminating the catastrophic illness, 
the other three classes are pretty much in the class of indigents; are 
they not? 

Dr. Haypen. I would think so, if they cannot pay premiums. 

Mr. Dotiiver. They cannot pay for medical care and certainly they 
would be medically indigent? 

Dr. Haypen. Yes. 

Mr. Dotiiver. Now, it is true, is it not, that in every State—and 
certainly it is true in my own State of Iowa, and I know about that— 
there are provisions either locally by the town or the county or some- 
times by the State itself to take care of those cases medically ? 

Dr. Haypen. Yes. 

Mr. Dotxiiver. I know I have heard it said repeatedly in Iowa that 
any person that needs medical care, regardless of whether he can pay 
for it, and is in urgent need of it, can secure it. Is that not true 
generally ? 

Dr. Haypren. Yes, but I think, Representative Dolliver, that there 
are some people who can help themselves quite a bit and who could 
pay two-thirds of their premium, who would like to stand on their 
own feet as much as possible, and who would like to have a Blue 
Cross plan so they would not have to go to the welfare department 
if they got sick or apply to the city hospital for charity care. 

I think they would like to know that they are going to pay as much 
of their way as they can, to begin with, and I ‘think they would be 
willing to do it, so that when they did get into a situation where they 
needed medical care, the doctor or the hospital admitting officer 
would not know that these people are charity patients, 

Now, I have worked in a charity hospital, and Mr. King was intro- 
duced here and that rang a bell in my mind, and so I looked on my 
little card here and found out Mr. O’Hara is from Minnesota, and 
I went to the University of Minnesota for 11 years, and so I imme- 
diately recognized the name. 

But I think that I am also impressed. On our second floor, we 
have an office where people come in and pay their direct premiums. 





HEALTH INQUIRY 2489 


These are enrolled people, who have left their place of employment 
because of retirement, and they are 65 years of age or over. You 
would be amazed to see the kind of people that come in there. They 
are elderly, self-respecting, and neatly dressed and not expensively 
dressed, and they come to town once a month and they go to the 
store and then they come in and pay their premium. They want to 
pay their premium and they like to pay their premium because they 
realize the importance of having this kind of protection. 

They do not send their premiums in because it costs 15 or 20 cents 
to buy a money order, and so they do all of this on the same day. 
When we have questioned these people, their resources are skimpy but 
they do not have, these people 65 and over, a lot of expenses that you 
and I have with families, if you have a family, and I presume you do, 
and a lot of these expenses that many of us now have. 

They do not have any longer those expenses and that is all past 
them and they live on a marginal income and they are perfectly ee 
ing to devote some of that income, or as much of it as is necessary, « 
as feasible, to health protection. That has always been sort of an 
amazement to me. 

Now, I would like to see people in that category given some kind 
of help before they find themselves in the ward down at the city hos- 
pital. How to do it is another problem. 

Mr. Dotuiver. The aspect that you bring out is certainly one of 
very great importance, and I am not minimizing it. But the point 
of my question is really that these people, whether they can pay the 
premiums or not, re: ally are in no jeopardy as far as securing medi- 

cal care is concerned. It is provided in our humanitarian society of 
the United States in every corner of this country, is it not? 

Dr. Hayven. I would think so. 

Mr. Dotuiiver. As to catastrophic cases, is it not true that generally 
speaking these Blue Shield and Blue Cross plans cover by far the 
larger percentage of what could be called catastrophic cases; that is, 
mié aybe 95 or 98 percent of those cases are covered by the | ylans that are 
now in existence / 

Dr. Haypen. Well, it depends upon your definition of catastrophic. 

Mr. Dotuiver. You define it. 

Dr. Hayven. If you are talking about money, I would say that it 
is very very seldom that Blue Cross in Massachusetts or Blue Shield 
in Massachusetts ever sees a bill in excess of $1,000. That is particu- 
larly true of Blue Shield. That is very rare. 

Now, obviously, there are some people who will have a bill of $500 
or less than $1,000 in a hospital who will then still be in trouble because 
they no longer need to be hospitalized because everything of a de- 
finitive nature in a hospital has been done for them. But they still 
have problems and they go home and they need visiting nurse service 
and they need a lot of things. In that area, I have no knowledge, 
you see, and we will have some later. 

Mr. Dotttver. You do not cover that? 

Dr. Haypen. We do not as yet, but we are going to start doing it 
very shortly. Then, we will have some information. I cannot answer 
your question completely and all I can say is that as far as hospital 
bills are concerned and doctor bills, for serious operations and that 
sort of thing, I think they are being pretty adequately taken care of 
now under our present prepayment programs. 
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After the patient goes home, and needs a lot of home nursing 
service, and drugs, and that sort of thing, I do not know. I have no 
knowledge in that field at all. 

Mr. Dotiiver. Let me make an inquiry, returning again to the 
other three classes, which perhaps unjustifiably are classed as medi- 

cally indigent. How is that handled in Massachusetts? What is the 
mechanism of it? 

Dr. Haypen. Of course, all of the large hospitals, or all of the 
hospitals in Massachusetts have what are known as service wards, 
where anyone who is indigent can be taken care of if he has no money. 

Of course, they are routed through the social service department 
of the hospital or the admitting officer and the determination as to 
their ability to pay is made at that time, and if they cannot pay they go 
into the service ward. There is no one in Massachusetts that should 
go without needed medical care. 

Mr. Dotutver. Now, does the medical association or the local medi- 
cal society have agreements with the welfare people, locally, to take 
care of the medical care? 

Dr. Haypen. No. 

Mr. Dotiiver. How is that done? 

Dr. Haypen. The welfare society for home calls would pay the 
doctors direct, and they pay them direct. 

Mr. Dotxiver. Now, I have just one other line of inquiry. You 
have said something here about preventive medicine; prophylaxis and 
vaccinations et cetera. Is it not a fact that a good deal of that area 
is already covered by the Public Health Service ? 

Vaccinations, generally speaking, are pretty well taken care of by 
school examinations and other types of prophylaxis are available 
virtually without cost. 

Dr. Haypen. I would think so; yes. 

That does not represent any hazard, any financial hazard to my 
mind, anyway. 

Mr. Dottiver. That is true in the field of tuberculosis, that the 
tuberculosis society provides in practically every area a test, or an 
X-ray, or something to diagnose that disease. The program for 
venereal disease is financed by the Public Health Service of the 
Federal Government. Is there any area of such preventive medicine 
that you now think of that is not at least adequately covered by such 
public health measures ? 

Dr. Haypen. Oh, yes. 

Mr. Dotutver. Would you specify those? 

Dr. Haypen. What they are talking about when they talk about 
preventive medicine nowadays, as far as physician’s services are con- 
cerned, is that they like to have it possible for anybody at any time 
to go in to a doctor’s office for a checkup. The theory is that if he 
did that periodically, the doctor would be able to pick up some condi- 
tion in its early stages, and having caught it in the early stages, then 
perhaps they would be able to prevent it or take care of it more easily 
than if it became a ver Vv serious problem. 

We do not do that. We could do it in Blue Shield, and we could 
make arrangements with all of our participating physicians so that 
anyone could go in once a year, say, and have a physical examination, 
and we could specify the types of tests that would be made. We would 
have to increase our premium for all of our people by the amount of 
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whatever it costs for that examination, and it would cost us some 
thing to administer that portion of the program, So that we Say, “Why 
don’t the people have these examinations on their own, and save the 
administrative charge that we would have to make in order to handle 
that aspect of their health services?” 

In other words, that can be planned for. You can plan that, well, 
in your budget, every December you are going in for a physical exam 
ination and you know it is going to cost $10 or $15, and so you put 
a little aside every month. We do not consider that to be anything 
that. hazardous as far as prepayment is concerned. 

Mr. Douutver. Is there anything else besides these periodic health 
examinations that is not adequately covered by the Public Health 
service ¢ 

Dr. Haypen. Oh, yes, as I pointed out in my testimony, the one area 
that is disturbing to me now, and the one remaining area now that 
we are voing into this prolonged illness field is when a patient Foes in 
on an ambulatory basis and has something wrong with him, and he 
has a pain in the belly and does not know just what it is and maybe 
he has some bleeding or what not, and before they get through with 
him he has run up quite a bill for X-rays, laboratory examinations, 
and consultations, fees for that, and so forth and so on, and he is a 
tricky problem. sey are few and far between, but this fellow is 
just hard to diagnose. He has some obscure thing and it runs into a 
lot of money, and we are not adequately handling those now. 

Now, we have our prolonged illness contract ready to go in Massa 
chusetts and we are starting to work on this area, and certainly within 
a matter of months we will have some kind of an ambulatory diag- 
nostic certificate available which will give people coverage in this 
area. 

Mr. Dotuiver. Will that mean an additional premium ? 

Dr. Haypen. Yes, but I think it van | be very small. 

Mr. Dottiver. Thank you, Mr. Chairman. 

Mr. O'Hara. Mr. Harris, do you have any questions? 

Mr. Harris. | believe not: the hour is vetting late and the doctor 
has covered the subject, I think, very well. 

Mr. Younaer. I have a couple of questions, and I want to compli 
ment you, Doctor, on your contribution to the hearing. 

When you talk about the preventive medicine, it conflicts somewhat 
with the previous testimony that we have had, to this effect: In th 
group practice and prepaid group practice of medicine, the preven 
tive feature often saves the cost of a lot of illness afterwards. They 
think that this expense that you talk about, as far as the trips to the 
doctor once a year, or the freedom of the member to come in and con 
sult the physician whenever he wants to, does prevent a lot of possible 
hospital costs later on. 

From the standpoint of finances of the group, it saves them money 
instead of costs money. What is your reaction to that theory ? 

Dr. Haypen. My reaction is this, sir: I am not minimizing the ef 
fectiveness of periodic health examinations, and I have them myself, 
and I think we all ought to have them. 

What I am trying to say is that for a routine checkup, a person 
is better off if he budgets for that service on his own, rather than 
paying into a prepayment plan where he is going to have to pay 
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not only for the examination but for the costs the plan has to ad- 
minister in that aspect of the program. It costs two or three dollars, 
probably, for the plan to handle an annual physical examination. 

I say it is easier and more economical for an individual to make an 
arrangement with his physician, and say, “Doctor, I am coming in 
every year for this examination.” 

I do not consider that to be a hazard from a financial standpoint. 
I think it is very helpful if you do pick up something early. 

There is another thing about that. Dr. Roberts of England wrote 
an interesting book which came out about a year or so ago, and I 
refer to it not by name but some of his conclusions in my paper. 
He says that the more preventive medicine you have, the worse off 
you are going to be in the long run as far as medical care is con- 
cerned, because if you save this fellow from dying with a ruptured 
gall bladder because you found out he had gallstones early, and took 
them out, when the gallbladder was not inflamed or infected too badly, 
what you are really doing is keeping that man alive until he begins to 
suffer from cancer of the lung or some more serious and more in- 
volved condition, or high blood pressure, or he has a stroke or what not. 
He says the longer you keep people alive, the more it is going to cost 
you for medical services, and I agree with him. 

In the short run, of course, it may save you some money, but in the 
long run it is going to cost you money. 

Mr. Youncer. Do you actually, as a physician, Doctor, subscribe 
to that theory ? 

Dr. Hayven. Well, the Lord set up that arrangement, and I haven’t 
had any conversations with Him about it recently, but I would suspect 
as long as people grow old and we can’t stop them from growing old, 
we are going to run into these degenerative diseases of aging, and I do 
not think there is anything we can do about it. 

Mr. O’Hara. Would the gentleman yield? Do we not all have to 
die sometime, Doctor ? 

Dr. Haypen. That is right. 

Mr. Youncer. But when the president of the American Medical 
Society was before us, he took a great deal of pride, and I think justly 
so, that through the good care of the physicians they have prolonged 
the life of individuals some 20 years in this country. 

Dr. Hayven. I am not disavowing the social utility of keeping 
people alive longer ; don’t get me wrong. I am saying the longer you 
keep them alive, the more likelihood there is that you are going to 
have to pay out some money for medical care for that person. 

Mr. Youncer. Under your theory, you would let all of the babies 
that had something wrong with them die early ? 

Dr. Haypen. Oh, no; no, I would not. 

Mr. Youncer. Well, carried to its ultimate conclusion, that is what 
you would do. 

Dr. Haypen. What I am saying is that I am not minimizing the 
importance of the periodic health examination, and I think that is 
fine, and I have them myself. What I am saying, though, is that in 
the long run it is not, or these periodic he: Ith examinations are not, 
going to reduce the incidence of illness. They are going to increase 
the incidence of illness, because they are going to keep people alive 
to an older age, and we all know that people in their older ages have 
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a lot more use for doctors and hospitals than those in the younger 
ages, you see. 

“Mr. Youncer. It isa very well-known fact that the child in its first 
year of life has more incidence for a visit to the physician than any 
other period in its life. 

Dr. Haypen. I would think that that might be true. I do not have 
any information on that. 

Mr. Youncer. I have one other question. You seemed to feel that 
the group practice of medicine was not too satisfactory unless it was 
limited to 3 or 4 general practitioners. 

Dr. Haypen. That was Dr. Collings’ idea. Iam not sure whether 
[ agree with it or not. The only thing I wanted to point out by bring- 
ing in this matter of group practice was that it makes the prepayment 
mechanism work easily. But I do not think that, and I am not saying 
anybody is, but I do not think anyone should advocate group practice 
simply for the reason that it makes the pre payment mechanism work 
better. Dr. Collings feels that it is uneconomical and it is not in the 
best interests of the general practitioner to associate general prac- 
titioners and specialists in group practice. 

I think he is right. I think that the pattern of practice that we 
have in this country, while not perhaps perfect, will give a better and 
wider distribution of medical care than trying to set up group prac- 
tice clinics throughout the country. I think it will be much more 
economical to do it this way. 

Mr. Youncrer. Then, following that, you would not be willing nor 
would you advocate the guaranty of loans to banks for the construc- 
tion of clinics for group practice in order to stimulate group practice ? 

Dr. Haypen. Well, | would not say that I would be unalterably op- 
posed to loans, if someone wanted to start a new Mayo clinic or any 
kind of a clinic, I would have no particular objections. All I would 
say would be that most of the large clinics in the country today, or 
most of the clinics in the country today, have been established all out 
of funds available locally from the banks. 

Mr. Youncer. Well, we have quite a bit of testimony to the effect 
that there is a large number of small groups of doctors, 5 or 6 in num- 
ber, that would lke to establish group practice but cannot get the 
money or the backing to construct the clinics. 

Dr. Haypren. Yes, I would not want to say one way or the other 
whether I thought it would be a good idea for the Federal Govern- 
ment to make money available to any group to establish a prepayment 
program, or a group-practice program associated with prepayment, 
but I did want the committee to have the benefit of Dr. Collings’ think- 
ing because I knew that this was before the committee, so that they 
would not go overboard in praise of group pr actice. 

Some of the advocates of group practice are very outstanding peo- 
ple and they are very influential people, and they make a good case 
for group practice, and maybe they are right. 

don’t think they are, but perhaps they are. I wanted the com- 
mittee to see the other side of the cone as exhibited by Dr. Collings 
to help the committee make up its mind as to whether or not it would 
be feasible to assist the development of this type of practice which 
they are advocating, and which is being advocated and which Dr. 
Collings says will not work and is not in the best interests of the pa- 
tients and the doctors. 
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I just wanted the committee to have that information. I am neu- 
tral in the matter. 

Mr. O'Hara. Could I ask you one question ? 

Doctor, it happens that the old statute law of our State was lifted 
bodily, I think, out of Massachusetts, so that we have from the view- 
point of indigent care the responsibility in the town system. Often- 
times in these matters of indigent residents of these small communi- 
ties such as the township and village, the town or city, the responsibili- 
ty for the very heavy medical costs falls upon the local municipal gov- 
ernment, 

In some of these instances, along with all of their other responsibili- 
ties of government, it becomes an exceedingly serious burden. 

Doctor, have you given any thought to some manner in which the 
local elements of government could pay in, or is there any authority 
in law, where the local governments might pay in toward your plan 
or a similar plan of taking care of the medical needs of those who are 
indigent ¢ 

Dr. Haypen. I do not know, Mr. Chairman. I do not know the 
legal aspects of this matter but I would presume it would be feasible 
to get legislation either locally or nationally or at the State level to 
implement any kind of a reasonabe solution to the problem. As to 
the ability of plans such as ours to take care of those people who are 
indigent, I think there is not any question but what we could take 
care of them and it would be in that area that I think that we might 
well do some exploring. 

The time is coming, I am sure, when the welfare agencies are going 
to have to pay what it costs to hospitalize their people for whom they 
have responsibilities. Then, at that point, I think they may be will- 
ing to sit down w ith us and talk about these matters. I would like to 
do it before that happens, and I would like to sit down and talk to 
these people and work out some pilot programs that would give us some 
information in that field before we really are faced with the problem. 

Mr. O'Hara. Thank you. 

Mr. idle. Doctor, I have only 1 or 2 questions. I was very 
much interested in what you said a few minutes ago about the need 
for general practitioners. 

Now, you in the Blue Shield field are pretty familiar with compara- 
tive costs or fees charged by specialists, as against general practition 
ers’ fees for the same type of services rende red. Is it not a fact that 
the fees charged by specialists are considerably higher than fees 
charged for the same type of service rendered by general prac- 
titioners ? 

Dr. Haypven. I would not have information on that point. 

Mr. WituiaMs. That is your experience in this field, is it not? 

Dr. Haypen. You see we have no experience bearing on that point 
because we have the same fee schedule and we pay the same fees to the 
general practitioner who takes out an appendix as to the head of sur- 
gery at the Harvard Medical School, Dr. Churchill, and so it does 
not make any difference to us who does the work, they all get the same 
fee. 

Mr. Wriu1aMs. I believe Dr. Martin of the AMA admitted the other 
day that there was a definite imbalance in favor of specialization. 
Do you have any idea, or an opinion, as to whether or not that im- 
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balance in favor of specialization would contribute to the high cost of 
medical care in the country ¢ 

Dr. Haypen. That is too tough for me. 

Mr. Wixx1aMs. | believe Dr. Martin testified that, of 165,000 prac 
ticing physicians in the country, only 73,000 were engaged in. what 
we call general practice or general medicine. That would be 1 gen 
eral practitioner to approximately 2,500 people in the country. 

Now, so far as I know, a doctor who finishes medical school, in these 
days and times, is set for a pretty good living, reg rardless of whether he 
is a good doctor or a sorry doctor. Certainly that has been true in my 
part of the oumihey, I am inclined to think that, perhaps, the reason 
for that is that there is not enough supply of professional medical 
services in the country to meet the demand for medical service. 

Would you say that there are enough doctors to meet the demand 
for medical services sufficient to make the practice of medicine com 
petitive in the same manner that lawyers and other professions have 
to compete WwW ith each other for business ? 

Dr. Haypen. | am not an expert in how many doctors are needed, 
and how many specialists there are and how many general practi 
tioners there are, but I would say that in Massachusetts, for instance, 
we certainly have plenty of doctors. There is noscarcity of physicians 
in Massachusetts at all, and there are plenty of them there. I do not 
think that there are as many doctors as there are lawyers but I think 
the competition among physicians would be just as keen. 

Mr. Witurams. Well, assuming that medical care is not availabk 
to the public on the basis and at the cost it should be, could it be said 
that medical insurance copes with the effects of the problem and does 
not deal with the cause of the problem ¢ 

Dr. Haypen. I do not think I understand your question. 

Mr. Witutams. | will put it this way: If the problem of medical 

are is a twofold problem, and I believe Dr. Martin stated that: first 
the availability of professional services or medical services; and, 
second. the high cost of those servi insurance, which prov ides the 
public with the means of paying for those services copes with but one 
phase of the problem. 

Dr. Haypen. Yes. 

Mr. Witu1ams. Would you not say that the end that insurance 
ac omplishes deals with the effects of the problem, and does not strike 
at the actual cause of the problem: the lack of availability of medical 
service to the public in general ? 

Dr. Haypven. I would say prepayment programs are not set up to 
increase the number of piyeiciane. 

Mr. WituiAmMs. No; I understand that. 

Dr. Haypen. I would think that the availability of prepayment 
a given area would make it more conducive for a physician to locate 
in that area. I think that could be said. I know from our experi 
ence that those who are in Massachusetts, who are in the towns o1 
cities where we have a high saturation point of prepayment, do very 
well. I think that the distribution of physicians might be better, if 
there is a maldistribution, and might be accomplished through setting 
up a prepayment mechanism in areas where prepayment mechanisms 
do not now exist. 


89087—54—-pt. 738 
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I do not think that would be the prevailing factor, though. I think 
that there are so many things involved in where a physici lan is going 
to practice, that it is pretty hard to pin it down to 1 or 2 things. 
Certainly, in Kansas they have done a remarkable job in getting the 
local communities to provide facilities for doctors, and they have been 
very successful there, I understand. I think you have been doing some 
of that down in Mississippi. 

Mr. Witu1AMs. Yes; that is right. 

Dr. Haypven. If you could make a prepayment mechanism available 
in pangenction with these other desirable features, and you have to 
think of schools and everything, I think it might be helpful. I do not 
think it could solve the problem. 

Mr. Wicttams. I have one more question and then I am through. 

Has your experience shown that people who are covered by prepay- 
ment insurance have a tendency to patronize specialists when they 
could receive the same treatment by good general practitioners? 

Dr. Haypen. No. 

Mr. Wi1aMs. You think there is no abuse of that? 

Dr. Haypen. I do not, personally, think that people select their 
physician on any other basis than that Mister So-and-So down the 
street goes to Doctor So-and-So, and she likes him and so they go. 
That may be unfortunate, but that is the way many people select 
their physician. Somebody in their church or their club is a physi- 
cian and they get to know each other and so on and so forth, and they 
tend to go to them. 

What I have tried to say is that I do not think people pick their 
physicians on a very scientific basis, and I am not saying that is good 
or bad. I am just saying I do not think they take a book to find the 
more competent man from the standpoint of training and experience. 
I do not think that they do that. I do not think many of them do that. 

Mr. Wiu1aMs. I was interested in your statement to the effect that 
80 or 85 percent of the illnesses among the public can be treated as well 
by general practitioners as by specialists. 

Is it possible to reconcile that figure with the figure given by Dr. 
Martin which would indicate that less than 50 percent of practicing 
doctors are engaged in general practice ? 

Dr. Hayven. I did not read Dr. Martin’s testimony on that point. 
Did he say that we had a super-abundance of specialists ? 

Mr. Wii1ams. He admitted that there was, I believe to use his 
words, an “imbalance” in favor of specialization; and he said fur- 
ther that the American Medical Association was attempting to interest 
and encourage young doctors to go into the general practice of 
medicine. 

Dr. Haypven. I think that the general practitioner is the backbone 
of American medicine, and I think that to some extent the students 
have gone into specialization for the reason as you have suggested 
they have been able to charge higher fees. That is not the only reason, 
though. 

People go into specialization for a lot of different reasons. Some 
of them like the hours and they do not want night calls or somebody 
may have a cold and call a doctor. Some people have an inclination 
toward surgery or something else. I am very happy that the Ameri- 
can Medical Association is making every effort to bring the general 
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practitioner up to a level of the specialist in the minds of the people 
and in the minds of the profession. 

[ do not think we have had much trouble as far as the people are 
concerned because the family doctor usually hol ls a high place in the 

family’s onctos anyway, but I think within the profession there has 
an some feeling that the specialist was a little better or a little some- 
thing greater or what not than the general practitioners. Of course, 
that is ; bei ‘ing corrected as you have suggested and as Dr. Martin sug- 
gested by the efforts of the American Medical Assoc iation, but, par- 
ticularly, by the American Academy of General Practice which is a 

very young organization and which is doing a tremendous job in the 
field of keeping general practitioners competent through training pro- 
grams and what not. 

It is one of the most outstanding things. 

Mr. WituiaMs. The predicate for this line of questioning is my 
knowledge of Mississippi and its program. That is a general program 
to encourage young doctors to go out into areas w here there is a short- 
age of doctors. 

Dr. Haypen. That is the solution of your problem in Mississippi. 
Anybody who got the idea that they could set up a group of high- 
powe red specialists and make those services readily available to any 
and everybody in Mississippi, would be looked upon as being a little 
queer, would he not? 

Mr. Wuuiams. Well, the program has worked beautifully, as you 
know. 

Dr. Haypen. I am sure that is true. 

Mr. WiiiaMs. In another several years, Mississippi hopes to get 
enough young doctors out into the field to make the practice of medi- 
cine sufficiently competitive to bring the costs of those services down, 
and to make medical services available to all. 

Now, I know that the American Medical Association has been ac- 
cused, whether right or wrong, I do not know, but I know they have 
been accused of controlling medical schools and limiting the number 
of students who will be taken into medical schools. I doubt seriously 
the truthfulness of that accusation, and I do not think that they would 
be a party to such a policy. However, is it not also true that if you 
had two doctors to choose from, that the two would be more inclined 
to reduce the cost of their services or their fees than if one doctor had 
a monopoly ¢ 

Dr. Haypren. Yes, I expect so. 

Mr. Witi1aMs. And would that not in the long run be a better an- 
swer to our problem that the setting up of a very expensive and elab- 
orate Government insurance program ? 

Dr. Hayven. I do not quite agree with you in regard to physicans’ 
charging such high fees that they increase the overall cost of medical 
care. There may be a reason why these men or younger men or any 
men—— 

Mr. Wiu1aMs. I am not saying they do; I am not accusing them 
of doing that. 

Dr. Haypen. I would want to know first before I would accept a 
statement that so and so is charging higher fees than he ought to, 
1 would like to know how much charity work he is doing for which 
he is not paid anything. 
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Mr. WiiuiaMs. I would like to go further into this, but the bells 
have rung for a quorum call. 

(The document submitted by Dr. Hayden on the problem of Federal] 
payroll deductions for health insurance premiums, referred to at the 
conclusion of the test imony of Mr. Smith, follows :) 


BLUE Cross-BLUPE SHIELD INTEROFFICE COMMUNICATION 


> 


JANUARY 25, 1954 
To: Dr. C. G. Hayden. 
Subject: Blue Cross-Blue Shield payments (Government groups) 
The following are three methods used in handling Blue Cross-bBlue Shield pay 
ments of Government groups: 


BOSTON NAVAL SHIPYARD 


Payment for the Houston Naval Shipyard group must be received before the 
20th of the month. As this is a monthly collection group, a coupon book is used 
for each employee, a sample of which is attached. 

The employees of this group must present their coupon books to the credit 
union office at the shipyard in order to receive credit for their payments. In 
addition to the amount paid for Blue Cross and/or Blue Shield subscription 
dues, there is also a monthly service charge of 15 cents which is collected by the 
credit union for handling. 

If an employee neglects to make his payment before the 20th of the month, 
he will be billed in arrears for 1 month. However, if payment is not received 
for the current month and for the 1 month in arrears, the subscriber is then 
P. C..d and transferred to direct payment. He may only be transferred back 
into the group on the general reopening date. 


WATERTOWN ARSENAI 


The Watertown Arsenal is also a monthly collection group. There are about 
17 or 18 collectors assigned to certain areas to collect the Blue Cross and/or 
Blue Shield subscription dues. After each individual collector has obtained 
the charges from his region, the money is turned over to one central remitting 
agent who reconciles for Watertown Arsenal 

Unlike the Boston Naval Shipyard, the Watertown Arsenal does not use a 
coupon book. However, they do have cards which the collector uses to record 
payments. These cards are prepared by the remitting agent for his personal 
use. 

A 10-cent monthly service charge is collected by the group for handling. 


SPRINGFIELD ARMORY 


Remittances may be deposited at the Union Trust Co. Subscriber’s name or 
certificate number, or both, must appear on the check or money order. 

Each check or money order must be rubber-stamped for deposit (stamp will be 
provided ) 

Checks and money orders should be separated and each bundle kept in order 
according to the adding machine tape accompanying it. Deposit ticket should 
list the total checks, the total of money orders, and- the grand total of the deposit. 

kour copies of the deposit ticket should be made and two sent to the Union 
Trust Co. The bank will receipt one and forward it to the Blue Cross accounting 
department. One copy will be retained by the remitting agent and the other 
sent to Blue Cross with the reconciliation sheet. 

if more than one deposit is nade monthly, the sum of the deposits must equal 
the reconciled total of the monthly Blue Cross-Blue Shield bill. 

E. J. CUNNINGHAM. 

Attachment. 

Mr. Beamer. Doctor, we do want to thank you, and I think we must 


discontinue this very interesting questioning and your very excellent 
answers, and the committee wants to thank you, Doctor Hayden, for 
your very fine contribution, all of which will be incorporated in the 
final record. 
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Dr. Haypen. It isa pleasure and a privilege. 

Mr. Beamer. I am going to announce that we recess until 2 o’clock 
at which time with the authority of the House, Mr. Smith w ill be our 
next witness. 

(Whereupon, the committee recessed at 12:25 p. m., to reconvene 
at 2 p. m., the same day.) 


AFTER RECESS 


The Cuarrman. The committee will come to order. 
Mr. Smith, will you proceed ¢ 


STATEMENT OF FRANK E. SMITH, DIRECTOR, BLUE SHIELD 
MEDICAL CARE PLANS, CHICAGO, ILL. 


Mr. Smirn. Mr. Chairman, my name is Frank E. Smith. I am the 
director, with full executive responsibility, of Blue Shield Medical 
Care Plans, located in Chicago, Il. 

sefore presenting a description of Blue Shield, may I call attention 
to testimony submitted on two previous occasions, which may be 
known or be of some value to the committee. 

I refer to data regarding Blue Shield contained in a report pre- 
pared by Dean Clark 2 years ago for the Senate Subcommittee on 
Health, and testimony given by Dr. Charles G. Hayden, whom the 
committee heard this morning, given 1 year ago before the President’s 
Commission on the Health Needs of the Nation. 

With your permission, Mr. Chairman, I will present my testimony 
in a series of basic questions, in which I believe your committee is 
interested, and my answers will be as brief and factual as I can make 
them. 

What is Blue Shield Medical Care Plans? 

It’s an international association (limited to the United States and 
Canada) of voluntary, nonprofit, medically sponsored, medical-care 
prepayment plans which apply for membership and are accepted. 

Acceptance of a plan as a member is based on a plan’s conformity 
with certain standards of organization and operation established by 
the association itself. A copy of our membership standards is at- 
tached to this testimony for examination by the committee at its 
convenience. 

I believe, Mr. Chairman, that those copies have been distributed to 
the committee. 

The association is incorporated in I]linois as a nonprofit organiza- 
tion, receiving its charter in March 1946, with nine Blue Shield plans 
serving as charter members. 

What is the Blue Shield commission ? 

The Blue Shield commission, elected annually by the member plans 
of the association, is the governing body of Blue Shield Medical Care 
Plans, comparable to a board of directors or board of trustees in 
other corporate bodies. Member plans, electing by districts, are 
represented by 1 trustee and 1 executive from each district, with 8 com- 
mission members elected at large. A majority of the commission 
are doctors of medicine, a complete roster appearing on the back page 
of Fast Facts About Blue Shield, one of the commission publications, 
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which is also attached to this testimony for the committee’s 
information. 

I believe, Mr. Chairman, that that little folder has also been 
distributed. 

The third question: How is Blue Shield Medical Care Plans 
financed ? 

By membership dues paid monthly by each member plan. Dues 
are assessed on a millage basis as related to the total number of certi 
ficates in force in each plan’s area of operation. 

What is the function of Blue Shield Medical Care Plans? 

By comparison to things which are familiar to most of us, Blue 
Shield Medical Care Plans is a trade association type of organiza- 
tion. Its principal function is the provision of certain services to 
its member plans, and the coordination of national projects which 
are voted from time to time by the member plans. 

Neither the association nor its governing commission has any au- 
thority over the affairs of its member plans. No orders can be given 
or controls established, except by the consent of the member plans 
in annual or special meetings. 

What is the relationship between the Blue Shield commission and 
the Blue Cross commission ? 

Both organizations have been referred to in these hearings. There 
is no legal relationship of a corporate nature. Both commissions are 
housed in a common office at 425 North Michigan Avenue in Chicago, 
and the commissions have entered into a joint operating agreement 
covering the terms of joint occupancy of office space and the joint 
employment of certain staff members where mutual interests and 
economy can best be served. 

Beyond the relationship which exists in the operation of the office 
in C hie: ago, there are numerous instances in which committees of the 
Blue Shield commission and similar committees of the Blue Cross 
commission meet and work jointly, and many conferences of plan 
personnel and national activities are jointly sponsored by the two com- 
missions. 

At no time is the identity or interest of either commission considered 
subsidiary to or lesser than the other. 

How many Blue Shield plans are there? 

From a beginning of nine charter member plans in March, 1946, the 
association has grown in membership to a total of 77 plans, operating 
in 42 States, the District of Columbia, Hawaii, Puerto Rico, and 8 
Canadian provinces. 

What is the relationship between a Blue Shield plan and the med- 
ical profession ? ? 

To qualify as a member of Blue Shield Medical Care Plans, a Blue 
Shield plan must be either sponsored or approved by the organized 
medical society in its area of operation. In most instances this snon- 
sorship is provided by a State medical society, although some Blue 
Shield plans are sponsored locally by a county medical society or group 
of such societies, this being the case when the plan does not operate 
on a statewide basis. 

In all but a few plans the governing board is characterized by : 
majority representation of doctors of medicine. I might call atten- 
tion to the fact that Massachusetts Medical Service, which Dr. Hay- 
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den spoke of this morning, is one of those few exceptions. As you 
recall, he mentioned the fact that of their 15 board members, only 5 
are physicians. The other 10 are not. There is a total of 1212 men 
serving without remuneration on the boards of 77 Blue Shield plans. 
Of this number, 773 are doctors of medicine. 

Most Blue Shield plans, the exceptions being some few plans which 
operate on an indemnity basis only, have entered into participating 
agreements with physicians in their areas for the providing of bene- 
fits to subscribers and - ir cle ‘pe ndents ane to stipulat ed con- 
tractual terms. This is partic ularly true of the 60 plans of the 77 
which offer benefits on a service basis to ihe subs tlie public 

As of December 31, 1953, an estimated 123,500 doctors of medicine 
have entered into such agreements in the United States, as compared 
to an estimated 155,000 doctors of medicine in private practice and 
available to subscribers for professional services. These estimates 
are based upon known facts as of December 31, 1952, a year ago, the 
present figure being unobtainable for another 30 days. 

Participating agreements normally contain three basic provisions: 

(1) An agreement on the part of the physician to accept the plan’s 
fee schedule as full payment for services rendered in behalf of sub- 
scribers and/or their family dependents whose annual income falls 
within certain fixed limits. These income ceilings, on which eligibility 
for service type benefits is determined, var 5 from pl: th to pli in accord- 
ing to the economic circumstances common to the area in question. 
At present, income ceilings range from a low of $2,500 per year of 
family income to a high of $6,000 per year. The tre a nee recent 
years has been toward an adjustment upward in such income ceilings, 
these adjustments being made in accordance with ier economic facts 
of aN day in which we are living. 

2) An agreement on the part of the physician to abide by the rules 
= regulations established by the plan in the administration of its 
certificate agreements with the subscribing public. 

(3) An agreement on the part of the physician to accept prorationed 
payments, if necessary, during any period of financial difficulty on the 
part of the plan, at the same time giving the subscriber patient full 
credit for the amounts listed in the plan’s fee schedule. This third 
basic provision is frequently incorporated in agreements between par 
ticipating physicians and plans operating on an indemnity basis as 
well as the service plans, thus providing a financial guaranty to the 
subscriber by guaranteeing the plan’s continued solvency. 

In the areas of the United States which are served | 'y Blue Shield 
plans, 89 percent of the doctors of medicine who are in private prac- 
tice are participating by signed agreement in their own Blue Shield 
plans. That is an average percent, Mr. Chairman, for the entire 

country. 

How many people are enrolled in Blue Shield plans? 

On September 30, 1953, there were a total of 27,337,904 persons 
enrolled in Blue Shield. The total for December 31, 1953, will not 
be known for another 30 days, but it is reliably estimated to be well 
over 28 million. 
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A quick glance at the following figures is evidence of the rapid 
crowth of Blue Shield since 1946: 
December 1946 1, 826, 
December 1947 5, 791, : 
December 1948_ ; ‘ 8, 911, 22 
December 1949 12, 2,0, 
December 1950 16, 629, 596 
December 1951 21, 125, 8 
December 1952 : ‘ , ‘ oe 
December 1953 ; * 28, 000, 


' Estimated 


These figures indicate simply that since December 1946, the year in 
which the Blue Shield Commission was organized, our growth has 
been from 1,800,000 to over 28 million. 

What about the financial picture for Blue Shield ? 

Althou igh final figures are not yet available for December 31, 1953, 
the year’s total income for all Blue Shield plans is estimated to be in 
excess of $315 million. Of this amount approximately 82 percent 
was paid in subscriber benefits, with a little over 11 percent spent for 
operating expenses and about 61 » percent allocated to reserves. 

During the last 7 years the ratio of income paid out in benefits has 
slowly risen from about 77 percent to 82 percent ; and, correspondingly, 
operating expenses have been reduced from better than 15 percent to 
the current low of 11.3 percent. 

This trend toward increased utilization may be expected to con- 
tinue in the years ahead in the same gradual rise as has been expe- 
rienced over the last several years, especially with the advent of new 
forms of coverage for which subscription rates have not yet been 
established with the same degree of reliability as have been fixed for 
the more familiar types of benefits. It can be expected, likewise, that 
there will be still further reductions made in operating expense ratios. 

What is the typical coverage offered by a Blue Shield plan? 

It is difficult to pick the exact prototype for all Blue Shield plans 
in deseribing the benefits available to subscribers. 

Basic to all Blue Shield plans is coverage for surgical benefits dur- 
ing hospital confinement. There is a growing trend among plans 
toward extending surgical benefits for treatment when rendered out- 
side of a hospital confinement, either in the hospital outpatient de- 
partment or the physician’s office, especially for minor surgical con- 
ditions. One can say that the only limitation on surgical benefits that 
is universally ap yplied is the limit on the fee or indemnity itself as 
paid for any particular surgical procedure. 

Sixty-seven of the seventy-seven plans are currently offering cer- 
tificates which include medical care in the hospital, based on two 
methods of coverage. 

For plans offering medical care on a per-illness basis, benefits range 
from 10 days or visits per illness to 90 days or visits, with a median 
of 70 days or visits. 

Plans offering such in-hospital medical care benefits on a per- 
contract-year basis range from 20 days or visits to 365 days or visits, 
with a median of 30 days or visits. 

In some plans the medical benefits are limited for underwriting 
perpens by the use of a deductible feature wherein the patient is 
liable for payment for the first 2 days or visits, perhaps as much as 
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3 or 4 such deductible days or visits. It is expected that in hospital 
medical care benefits will be commonly offered in some manner by all 
plans in the very near future. 

A majority of the plans, ne: arly 60 of them, make some provision 
for anesthesia benefits, usually in connection with surgical or obstetri 
cal cases in the hospital. 

To a lesser degree, somewhat less than half of the plans provide 
for diagnostic and therapeutic X-ray benefits. 

And to a smaller degree, approximately one-fourth of the plans 
include pathology examination benefits. 

In all of the latter instances, involving anesthesia, radiology, and 
pathology, benefits are provided by Blue Shield plans only when the 
services are rendered by a physician who is in private practice or who 
submits his own bills or service reports. Blue Shield plans make 
benefit payments only oe a physician, or, in some len instances, 
direc tly to the subse riber, but never to a hospital. Companion bene- 
fits for the services mentioned above, when rendered by an employee 
of the hospital or billed by the hospital, are usually considered in the 

sphere of Blue Cross benefits. 

In describing the benefits offered by a typical Blue Shield plan, 
one often has to know the companion benefits offered by a Blue Cross 
plan to get the full picture of benefits available to the public. 

In some few instances Blue Shield plans offer special benefits, such 
as payment for surgical assistant’s services, consultants, home and 
office calls by the physician, and special examinations. 

Rates charged for what might be termed typical Blue Shield cov 
erage range from a low of $2 per month for the family to a high of 
$7.35 per month. The median rate charged is $2.80 per month. 

What recognition is being given by Blue Shield to the problem of 
catastrophic coverage, or coverage for chronic and long-term illness ? 

Nobody knows better than the average physician that some of the 
major costs confronting the public are encountered in cases of long 
illnesses of a chronic nature, or disabling or crippling ailments. 

It would be false to assume that Blue Shield, either on the part of 
its many executives or boards of directors, and with its medical spon 
sorship and direction, were unaware of the problem. 

Some efforts in that direction are beginning to emerge, and the 
general pattern of Blue Shield benefits is being augmented to provide 
for benefits in an area which is of vital concern to this committee. 

Perhaps the best and simplest explanation for what may appear to 
be procrastination or delay on the part of Blue Shield in expanding 
its benefits lies in the fact that Blue Shield is very young and has been 
busily occupied in mastering the fundamentals of medical-care pre- 
payment. 

Enrollment had to be secured. 

Enrollment volume was neeeded to assure a strong financial posi- 
tion from which point added experimentation could take place. 

Enrollment volume was needed in order to gain adequate exposure 
of risks which could be statistically tabulated and studied before addi- 
tional and unknown risks could be safely assumed. 

Enrollment volume was needed before efficient administrative pro- 
cedures could be tested or perfected for the proper handling of larger 
social responsibilities. 
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The baby had to be birthed before it could be trained to assume a 
man’s job. 

Mr. Chairman, your committee will be interested, I know, in addi- 
tion to Dr. Hayden’s description of a recently initiated program of 
care for catastrophic conditions in Massachusetts, in knowing what 
some of the other Blue Shield plans are doing or contemplating. 

Ten Blue Shield plans have already made available a rider or en- 
dorsement to their basic certificates in which benefits are provided for 
a specified list of chronic illnesses. Benefits are usually limited on a 
time-and-dollar basis. such as 2 years’ eare or $5,000 worth of care, 
whichever is reached first. 

These endorsements to basic contracts are not uniform in nature, 
but follow a general pattern. Blue Shield in California was the 
pioneer in this form of extended coverage, having accumulated 3 years 
of experience to date. 

Ty pical of the conditions of illness thus covered are poliomyelitis, 
leukemia, spinal meningitis, encephalitis, cancer, diabetes, epilepsy, 
undulant fever, pernicious anemia, and certain common contagious 
diseases. 

Rates charged for such e ndorsements range, according to the extent 
of coverage, from a low of 25 cents per month for the family to $2.20 
per month. I should say th: it this is in addition to the rates charged 
for the basic contract to which these endorsements or riders are added. 

In addition to those plans which have already moved into this new 
area of benefit coverage, there are at least 15 which have similar pro- 
grams either in the discussion stage or od ready for public offering. 

As the history of Blue Shield will reveal, the pioneering spirit is 

till alive. I believe, personally, that Blue Shield is aware of the need 
and will make every legitimate effort to meet the problem squarely. 

Problems _ as concern _ committee are not resolved in the 
twinkling of an eye. Much has to be learned, and much is being 
learned. But as responsible organizations, it is incumbent upon Blue 
Shield plans to remain solvent to meet their already established obliga- 
tions to more than 28 million people. 

I have every confidence that the future will bring more protection to 
more people, and that Blue Shield will continue to be a leader in the 
effort to prove that free enterprise has within itself the genius to ac- 
complish the desired results. 

The Crarrman. Mr. Heselton, do you have any questions you wish 
to ask? 

Mr. Hesevtron. Yes, Mr. Chairman. 

You state that there are plans in 42 of the States and the District of 
Columbia, without naming the States. I wonder if there is any 
explanation of why Blue Shield does not have plans in those States? 

Mr. Smrru. I think the answer is quite simple, Mr. Heselton. There 
are plans operating in those other six States. I could name the States 
for you: Rhode Island, South Dakota, Idaho, Washington, Nevada, 
and New Mexico. There are prepayment plans medica]ly sponsored 
in all six of those States. They simply have not of their own volition 
volunteered or applied for membership in our association. There- 
fore, they are not entitled to be called Blue Shield plans, and we make 
no reference to them, nor do we pretend to represent them. 

The Rhode Island Medical Society has a plan which has enrolled 
about 400,000 people in Rhode Island. It is coordinated with Blue 
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Cross but never has made application for association membership. 
The same thing is true in the other five States. 

Mr. Hesevron. Do they operate on much the same basis ? 

Mr. Smiru. Very much so. I would say that with one exception, 
they are eligible for membership in our association, eligible for our 
approval. They just haven’t seen fit to do so. 

Mr. Hesevron. Further on you said that 67 of the 77 plans cur- 
rently operating include medical care in the hospital based on 2 
methods of coverage, and you describe those methods. 

Is there any reason why the other 10 have not undertaken to do that ? 

Mr. Smirn. No legitimate reason, no. I suspect that they will before 
too long. 

Mr. Hese-ron. In several instances you mentioned the range of rates 
charged. In referring to the special benefits vou said the rates for 
typical coverage ranged from a low of $2 a month for a family to a 
high of $7.35 per month. Is there any explanation for the different 
ates ¢ 

Mr. Smrru. I don’t know which plan that is which has the $2 a 
month rate. I forgot to ask the member of the staff who prepared this 
nformation for me. My guess, Mr. Heselton, would be that the $2 
per month contract is probably surgical only coverage, and is not as 
extensive a contract, certainly, as the one which carries the price of 
ee I do happen to ae =~ the $7.35 per month family rate is 

e Montana contract where, in the first instance, the fee schedule paid 
to vides ‘tors is higher than aa average for the United States. The pre- 
ailing charge of doctors in Montana is about average for the country 

a whole. It is a quite extensive contract with all the special serv- 
ices for anesthesia, radiology, and so forth, in there. So by compari- 
son, it would be a much more comprehensive contract at the one end 
than the $2 contract would be at the other end. 

So the prices used in this testimony are not for identical or com- 
parable coverages. 

What we did in producing these figures for this testimony was 
simply to review the coverages offered by the 77 plans, and those cer- 
tificates most widely held in each plan’s area, and what their rates 
were, and established the fact that the lowest rate for the most widely 
held contract in any oiven plan was $2, and the highest rate was $7.35, 
vith a median of $2.80, indicating that the typical average type of 
coverage costs on the average $2.80 across the country. 

Mr. Hesevton. I regret that I was detained and could not hear the 
first part of your statement. I did attempt to glance through it. I 
did not notice any reference to any pending legislation or to any por- 
tion of the President’s recommendations. Did you refer to them? 

Mr. Smrrn. I deliberately made no such reference, Mr. Heselton, be- 
cause I am playing strictly second base on the Blue Shield team. Dr. 
Hayden and his opinion as expressed this morning would represent 
my thinking. 

Mr. Hesevton. I see. Thank you. 

That is all, Mr. Chairman. 

The Cuatmman. Mr. Smith, I want to compliment you upon the 
splendid statement that you have made. Your statement, together 
with that which has already been given today by Dr. Charles G. Hay- 
den, set forth in a very clear and plain manner the purposes, objec- 
tives and organization of the Blue Shield groups. 
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I wonder if there is any way that you would suggest to this com- 
mittee whereby the formation of organizations such as those you have 
described would be encouraged ? 

Mr. Smiru. Mr. Chairman, I would subscribe to the things that Dr. 
Hayden said this morning, particularly as he referred to the probable 
need for some assistance or some help in the encouragement of experi- 
mentation in both techniques of enrollment and in techniques of ex- 
tended coverage to obviously the groups which are not now adequately 
protected or adequately covered by prepayment systems or programs. 

I would like to expand for just a half moment on a bit of discus- 
sion this morning which I am not too certain was clearly concluded. 
Various questions were being raised about the use of the instrument 
of reinsurance, as to whether or not the instrument of reinsurance 
could solve or was capable of solving the problem of extending cover- 
age to the commonly referred to classes of the population who do not 
now have adequate coverage, namely, the indigents, unemployed, and 
so forth. 

I do not know whether it was made clear that in our feeling, the 
instrument of reinsurance creates no new money. As Dr. Hayden 
pointed out this morning, the primary problem in connection with 
these 3 or 4 classes of the population about which this committee is 
concerned involve primarily the question of the ability to pay for 
services needed. At least in our understanding of the instrument 
of reinsurance, it is pretty clear to us that the reinsurance technique 
does not create new purchasing power or new money for the providing 
of services. 

The reinsurance agency, if it conforms to what we commonly under- 
stand it to be in the insurance industry, has to be a self-sustaining, 
self-supporting enterprise. It is a transaction in which certain risks 
are underwritten. The income on premiums charged, as in our busi- 
ness, must be sufficient to cover all losses sustained, and at the end of 
a given year your books are supposed to balance. That means that 
the customer is still paying the bill. You are just spreading the risk. 

The reinsurance technique, as we understand it, is simply a sharing 
of the risk with some other owner of capital or furnisher of capital. 
If the risk occurs and the loss has to be sustained, the loss is then 
shared between the original insurer and the reinsurer, but in the long 
run both have to remain solvent, and in the long run the customer 
still has to pay the full rate. 

Therefore, the indigent, overage, or chronically ill, or those unable 
to pay for services or even unable to pay premiums for protection, 
would not be aided or assisted in the least by a reinsurance technique, 
as we understand reinsurance. 

It would permit, however, an individual plan that wished to venture 
into some unknown area of risk, to guarantee its own solvency by 
reinsuring that risk with either a Federal fund or with Lloyd’s of 
London or with any of the already established private institutions 
that are in the reinsurance business. Probably because their own 
capital structure and their own reserves were not quite sufficient to 
warrant their entering upon that new risk, it might encourage them 
to undertake these new risks quicker and to a larger degree. 

The end result would merely be an expansion on the scope of bene- 
fits made available to the public. The public still would have to pay 
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the price or would have to pay the premium, I don’t think it would 
solve the problem of those groups in the population about which this 
committee is normally and quite obviously concerned. 

The Cuamman. It would seem to me from the testimony that has 
been given by those who have already testified, representing different 
organizations which prov ide health insurance, that it is their desire, 
as nonprofit groups, to supply as much help and assistance as they 

‘an safely give. 

Mr. Smirn. That is right, sir. 

The Cuatrman. Certainly it is true that the fees that they charge 
are based upon the extensiveness of the benefits. It is observable that 
over a period of years these organizations have expanded their cover- 
age as experience has come to them in the operation of these plans. 

[I take it that they would be very willing, if they had the informa- 
tion available to en: ib le them to do so safe ly, to increase their coverage, 
but until they have had more experience it is impossible for them to 
do so without to some extent, at least, risking their financial stability. 
Therefore, it has seemed to me that there might be a place for reinsur- 
ance, to the end that groups that do desire to e xpand their coverage 
can do so without the risk of destroying all the good that they are 
doing for the benefit of others. 

Mr. Smiru. Mr. Chairman, I think you are quite correct. As you 
spoke another thought occurred to me ranging over perhaps 2 or 3 
points. 

First of all, the executives who are responsible for these Blue Shield 
plans are a pretty average cross section of human individuals. You 
have your liberals and your venturesome people among them, and you 
have your very cautious and conservative individuals. By and large, 
the experimentation or the advances to which I have referred in this 
presentation have been under the guidance of those executives who 
had a little more imagination and a little more nerve, shall we say, 
than some of the rest. Those plans which lagged, those to which Mr. 
Heselton addressed the question about the 10 who do not yet have in- 
hospital medical care in their contracts, are probably those plans 
which are managed and directed by the less imaginative and the more 
conservative and cautious individuals, who are less prone to move 
ahead. 

The second point leading to your observation and in support of 
your observation, it is only the larger plans among the Blue Shield 
plans that have either employed on a full-time basis or have retained 
as consultants, professional actuarial services. Mr. Sorg yesterday 
represented two large plans in New Jersey who have a full-time certi- 
fied actuary on their staff. Obviously they are in a better position to 
move ahead with experimental types of coverage, having this 8 
time actuary on their staff, than would a small plan which feels i 
could not afford the luxury of bringing an actuary from New York 
to work with them. 

It would be my understanding that a reinsurance proposal such 
as you are interested in would have cert: uinly as one of its basic staff 
requirements, consulting actuarial service available which would scru- 
tinize any application for reinsurance and would probably be of some 
considerable serv - to plans which might like to move ahead into new 
helds of coverage but have never had actuarial consultation available 
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tothem. This might be a means of compelling them to live with good 
actuarial consultation, which they have neither been able to afford nor 
have they availed themselves of it before, but in seeking an applica- 
tion for reinsurance would have to live with. 

Mr. Heseiron. Would the chairman yield to me for a question ? 

The CuatrMan. Surely. 

Mr. Hesetron. I wonder if any of the plans, to your knowledge, 
have undertaken to do this experimentation which was referred to this 
morning in the sense of setting up an arbitrary fee with a very defi- 
nitely limited contract in one particular field, say heart disease, and 
offer it—I assume you would have to have a minimum number or — 
could not operate—to those who chose to have a rider for another $ 
or any additional amount, for a limited period, thereby cutting Seale 
on the possibility of cutting into the actual main capital of the plan, 
building up a fairly substantial amount of money and experimenting 
as to how that would work in that field. 

Mr. Smitu. Experimental types of coverage, Mr. Heselton, do have 
to be controlled in some way simply to assure yourself that, if you 
were wrong, you do not go broke doing it. 

Mr. Hesetron. I have that in mind. 

Mr. Smrru. The Blue Shield plan of California, to which I referred 
in my testimony, which was the first of the plans to offer to the public 
a rider or endorse ment on its basic certificates for these cats istrophic 
type illnesses, and which is still the most comprehensive of any that 
7 ave yet been offered, other than the one that Massachusetts 1s now 

ady to offer, pretty well typifies the type of thing that has to be done. 

‘S the first pl ice, they used the statistical data they had available, 
which was rather fragmentary, and beyond that they just had, shall 
I say, to grab a premium rate out of the air, with some small bases of 
fact but largely by guess. 

Then to assure themselves that they did not take on more risk than 
they could afford to lose on, they offered that contract only to certain 
well-established, what we call in our trade, so to speak, seasoned 
groups that they had had already enrolled for 8 or 10 years. They 
have sold that contract with that cudereemeut I think now to a total 
of only 25,000 or 30,000 people. Then they quit selling it. They 
estimated that that exposure of 25,000 or 35,000 lives on that risk 
would be sufficient for statistical purposes; that they would then watch 
it for 2 or 3 years to see what happened. 

They are going to test this rate to see whether it is adequate. It 
might be too high. 

Interestingly enough, in the field of polio coverage, which the pri- 
vate insurance companies went into several years ago, and which many 
of our plans are now going into, they did very much the same thing. 
They limited the sale of that type of contract. They picked an arbi- 
trary rate, as you suggest. In the case of polio coverage, they found 
that their guess was away high, and they have been able to reduce 
materially, almost by 50 percent, the premium rate for polio coverage 
as against the rate which they charged 3 or 4 years ago when it was 
first introduced. Now they have enough experience to warrant a 
reduction of rate. They say, “We were wrong. We were overly 
pessimistic or cautious. Now we can be more realistic,” 

Mr. Heseiron. That is encouraging. 
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Mr. Smrru. One additional word is important, and I think, Mr. 
Chairman, this will have some bearing upon your interest. The 

California Physicians’ Service, the Blue Shield in California, 4 years 
ago, Just prior to its offering of this experimental type coverage to 
the public, sought the assistance of half a dozen foundations, asking 
them, in effect, “Would you like to join with us in this experiment 
to the extent of guaranteeing us against loss, on the assumption that 
we will sell this or offer it to no more than 25,000 people, to help us find 
out what it costs to provide this kind of service to the general public?” 

They found no foundation at the time willing or in a position to 
make that kind of grant or to establish that kind of guaranty fi- 
nancially ; so, being in a fairly good financial position anyhow, they 
went ahead hha did it on their own. They have had a very satisfac 
tory experience, luckily. They guessed very conserv: atively on the 
rate to be charged, and they have come out very nicely on it and are 
going to be able to reduce the rate. That is the $2.20 rate that I 
referred to here. 

That is an area in which I think reinsurance has a legitimate 
function. In the same manner they went to the foundations, they 
could apply to the Federal Government for reinsurance. 

The CHatrmMan. Mr. Smith, we thank you very much for your ap 
pearance here today, and yesterday for that matter, and the patience 
you have shown, and your desire to remain until the committee could 
have an opportunity to hear you. The views that you have expressed, 
both in your statement and in answer to questions that have been put 
to you, have been very worthwhile, and I have no doubt will prove 
very helpful to the committee as it gives its further study to this 
subject t, part icularly the legislation which it hopes to be able to report 
to make effective some of these things that seem to be so desirable. 

If there are no further questions 

Mr. Smirn. Mr. Chairman, with your indulgence, Dr. tee gmp this 
morning, in a very brief way in his presentation, made reference to hi 
fee lings with regi ard to the pro blem of Federal payroll] deduction for 
health-insurance premiums. 

At lunch today he gave me this memorandum, which he had 
brought from his office, with he would like to introduce for the 
record. Itisa a aa from the enrollment director in Boston descril 
ing the 3 methods that are now used in Massachusetts for handling 
Blue Cross and Blue Shield payments for Government g1 oe in- 
dicating both the problems baat and the shortcomings of these 
methods. 

The Cuarmman. It will be made a part of Dr. Havden’s statement. 

(The memorandum referred to will be found at the conclusion of 

Hayden’s testimony.) 

The CHairman. If there is any additional information that you 
would like to make a part of your statement and have entered in the 
record, you may leave it with the clerk and I will look it over and, if 
possible, and if space permits, it will be placed in the record. 

Mr. Smiru. Thank you very much, Mr. Chairman. 

The CuarrMan. We will recess at this time until 10 o’clock tomor- 
row morning. 

(The following statement was submitted for the record :) 
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STATEMENT By I. W. Myers, Lecan CounseL, lowa MEpICcAL Sociery 


The doctors of lowa who constitute the Iowa State Medical Society, have had 
a deep concern about anything that bordered on the lines of socialism, or that 
placed control over local matters in hands of the Federal Government and I 
sincerely believe that is their philosophy. 

They are familiar, too, with the decision by the Supreme Court of the United 
States in the case of Claude Wickard, Secretary of Agriculture, v. Roscoe C. Fil- 
burn (decided November 9, 1942, 317 U. S. 111, (181), 87 Law Ed. 122, (138)), 
“It is hardly lack of due process for the Government to regulate that which it 
subsidizes.” 

The Iowa State Medical Society also believes that tremendous progress is being 
made in the State of Iowa and at the local level by groups working together 
They do not claim, however, to be perfect or to have solved all the problems, but 
believe progress is being made. They do not feel that the Federal operation of 
matters is perfect either or that faster progress could be made by Federal 
intervention. 

They have been meeting with different groups in the State of Iowa and just 
recently sponsored a dinner for the Farm Bureau and the new dean of the medi- 
eal school to discuss mutual problems and in the next week will meet with the 
State board of education, which has under its jurisdiction the medical school. 
I mention these meetings, and they have had many more, as indicative of the 
action of the lowa State Medical Society to meet the health needs of the people 
of Iowa. 

The Iowa State Medical Society has committees active and functioning on 
some of the following subjects: Committee on scientific work, committee on 
legislation, committee on medical service, committee on insurance, committee 
on veterans’ affairs, committee on medical services to the indigent, committee on 
medical education and hospitals, grievance committee, committee on public health, 
committee on cancer, committee on geriatics, committee on rehabilitation, com- 
mittee on maternal and child health, committee on industrial health, committee 
on national health association, committee on gamma globulin, committee on rural 
health, committee on interprofessional relations, committee on doctor-patient 
relations, committee on labor and industry, committee on health education, com- 
mittee on national emergency medical service, committee on nursing education 
and service, and others. 

Of course you are interested on what are some of the results of this work and 
here are a few examples. For several years there has been a grievance committee 
before which any patient or any other person can appear and be heard on the 
matter of fees or the treatment he has received by the doctor or any other matter, 
and they have handled many cases. The availability of this committee has been 
announced many times in newspapers. 

In connection with the indigent in Iowa you will find in history that Iowa was 
one of the first to establish a plan whereby there was a State university hospital 
established at the medical school which is available to the indigent and the doc- 
tors used are the faculty and residents of the Iowa State Medical School, and in 
addition thereto, practically every county medical society contracts at modest 
rates for Sums with the board of supervisors to see that the indigent have adequate 
medical care at the local level and this has been going on for years. 

About 5 years ago the Iowa State Medical Society endorsed and supported a 
bill in the Iowa Legislature to increase by 3314 percent the admissions to the 
Iowa State University Medical School and this increase has been practically 
maintained clear through the senior class and in the main, this additional load 
on the medical school has been carried on a local level, together with money raised 
at a local level. The Iowa State Medical Society has also established a loan fund 
raised from Iowa doctors in an amount now in excess of $30,000 and growing, for 
students at the University of Iowa Medical School, primarily to help worthy 
students and to encourage them to locate in the general practice in small com- 
munities. The Iowa State Medical Society, with the medical school, several 
years ago established a preceptor plan where junior M. D.’s lived in homes with 
country doctors to learn about general practice and smaller communities, to 
encourage locating. 

In the past several years the Iowa State Medical Society has helped place 
approximately 200 new doctors in rural communities and is constantly working 
on satisfying the needs of the people. There is hardly a spot in the State of 
Iowa now where a doctor is not within a 10- or 15-minute drive of any citizen, 
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although some small towns (where it is debatable if it is economically sound) do 
not have a doctor, but any of these are not over 10 minutes from a county seat, 

lowa’s present hospital needs for acute cases, except for possibly Des Moines 
and 1 or 2 isolated areas, has now been met as records reveal that there is only 
approximately a general overall 70-percent usage and in many of the smaller 
communities not over a 40- to 50-percent usage of available beds Hill-Burton 
funds must be given some credit for this growth although, of course, local funds 
paid two-thirds of the cost 

One could go on with many other illustrations of efforts being made by the 
lowa State Medical Society to improve the conditions in the State of lowa and 
an be given if desired. However, | don’t believe that the lowa State Medical 
society would want me to contend perfection or a utopia has been reached, nor 
has such perfection or utopian been reached in any profession, or business, 01 
any other endeavor, in the State of lowa, and the lowa State Medical Society 
can compare favorably with any other activity in the State or Nation. 

In spite of this, the lowa State Medical Society is conscious of the fact that 
many say that they appreciate the fine advances that medicine has made in cur 
ing, preventing, and alleviating disease, and the fine work that doctors are 
doing, with a “but” always added and then go on to tear down all that the 
medical society stands for or tries to do rhe lowa State Medical Society does 
not claim perfection, but they’re working hard toward it. 

l have not had as much time to do research in connection with Blue Cross and 
Blue Shield as I would like to do and I do not represent the Blue Cross Plans. 
However, I can point out that the doctors helped at the start to organize Blue 
Cross Plans in 1939 and some of them still serve on the Board of Directors. In 
15 years, which is a comparatively short time, Blue Cross alone covers 1 out 
of every 4 people in lowa and it is estimated with the commercial companies 
added thereto and other plans, approximately one-half of the people of Lowa are 
covered. Blue Cross has constantly increased its benefits and now has a com 
prehensive 70 policy which covers most major things that could happen to an in- 


dividual, but of course, they should make their own testimony. 
In 1945. only 9 vears ago, the doctors of lowa w { » the Iowa Legislature 
slue Shield plan to cover the 


and secured the enabling legislation to provide the I 
ow-income group on medical and surgical bills and sponsored Ss legis ion 
ey personally tinanced and underwrote the Company and still d n every way 

» doctors of lowa did and now agree by individual contrac t in the even 
wupany can’t make the payments provided for in the policy that they will 
a lesser amount and yet credit the patient's bill for ¢ f winiounl called 

in the policy 

The doctors of Iowa further agree that if a man’s income is under a certain 

amount that they will accept in full of his account the beneiits of the poticy 1 
the surgery or medical care in the hospital, irrespective of what the bill is, or, in 
other words, the low-income man has practically full coverage for the catastrophic 
ase. In 1945 they first agreed to cover a family man of the low-income group on 
such earnings of approXimately $50 per week, which was the ligure b Which 
one was considered in the low-income group, as they attempted to learn actuarily 
and other ways what the effects of this type of plan were. In 1950 they agreed 
that the low-income group should have this coverage, catastrophic or otherwise 
whose income was up to $58 or $60 per week and in 1953 the doctors voluntarily 
increased this full coverage of the low-income group of a family man earning up 
to approximately $71.50 per week, so progress has been made and real effort is 
being made as they learn the actuarial information needed and attempt to solve 
the problem of covering more and more of the people in the lower income group 
although if you care to check the figures on Lowa, you will find that the average 


weekly earnings of those employed is | 


ess than $71.50 per week according to the 
employment security commission 

This Blue Shield Co. of Iowa is sound and solvent and has never cost the tax 
payers one single penny rhe Iowa State Medical Society even bore the (penses 
of obtaining the necessary legislation to make this kind of ; 
lowa State Medical Society even paid salaries of people t conti th loctors 
on matters of contracts, forms, and the handling of this type of in ce to cet 
it started. There has been a steady growth and now in Iowa approximately 1 
out of every 6 is covered by this plan alone and it is estimated that over half 
of the people of Iowa have some form of medical and surgical insurance 

Men with a family now pay $3.50 per month under the group rate for this 
Blue Shield insurance, which is less than a package of cigarettes a day. Origi- 


HORT 54 pt. 7 o 
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nally this plan was only available to groups of 50. Then it was made available 
to farm groups. Then to groups of down to five. Now it is available to indi- 
viduals at a premium of $3.85 per month. You will find a similar Blue Shield 
pian in practically most of the States of the Union. 

I would like to point out to you at this point although a good deal of interest is 
being exercised by several different groups about the cost of medical care—that 
the people of the United States spend less for their medical care than they do 
for their liquor and tobacco. No one has suggested yet that you establish some 
insurance plan or that Federal Government make an appropriation for the 
liquor and tobacco items of the American budget, or their budgets for auto- 
mobiles, plumbing, television sets, food, or clothing, all of which exceed their 
medical bills. 

I would also like to point out that in the first instance Blue Shield was founded 
in 1945, it provided for medical care and hospital care for 30 days and that has 
now been increased to 70 days. The benefits provided in the contracts have 
been increased over 25 percent since the start of the company. One recent 
addition was payment for radiology treatment of cancer and the policy provi- 
sions have grown and expanded each year since the forming of the company 
at a local level done by local people, the way so many things have been accom- 
plished in the American way. 

Again, in closing let me reassert that the feeling of the lowa doctors that this 
1uatter of health can be best handled at the local level and that the local people 
are making progress in their handling of such matters. 

The doctors of Lowa don’t want socialism or any other “ism” either in a package 
bill, or in bills that do it bit by bit. 

They know that in England the Socialists always said don’t talk socialism on 
a direct program, but talk better housing, better health, etc., and attack all the 
present plans and end up with a conclusion that the government can do it 
better. 
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APPENDIX A 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
Washington, D. C., February 19, 1954 
Hon. CHARLES A. WOLVERTON 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Devan Mr. CHAIKMAN: This is in response to your request of February 8, 1954, 
for information on (a) costs of hospital construction; (0) the use of hospitals 
and nursing care for persons aged 65 and over; and (c) the number of profes 
sional and practical nurses needed, 

We enclose the following materials for inclusion in the record of hearings held 
by your committee on health problems: 

1. Hospital construction: Progress and Prospects. Hospitals 28: 53-55 (Jan- 
ry 1954). 

[Table 2 on page 55 contains hospital construction costs by size of hospital.) 
2. Hospital and nursing care utilization by persons 65 and over: Statement pre- 
pared in the Division of Hospital Facilities, Public Health Service. 

3. Facilities required to provide comprehensive hospital service: Statement 
prepared in the Division of Hospital Facilities, Public Health Service 

4. Distribution of hospital nursing services, Public Health Reports 68: 983 
989 (October 1953). 

Sincerely yours, 


ua 


Overa CuLp Hospy, 
Secretary. 


HOsPIraL CONSTRUCTION——PROGRESS AND PROSPECTS 
(John W. Cronin, M. D-) 


In 1946, a deficit of nearly 900,000 hospital beds existed in the United States. 
Very few hospitals bad been constructed during the depression years of 1929 
and 1989. During World War II the requirements for materials and manpower 
to prosecute the war brought civilian hospital construction to a low ebb. The 
increasing margin between new construction and new need arising from popu- 
lation growth and obsolescence of existing facilities still continues. 

As our Nation approached the return from a wartime to a peacetime economy, 
hospital construction began the long, slow process of catching up with the 
need. 

The hospital survey and construction (Hill-Burton) program came into being 
as a result of the studies of the Commission on Hospital Care, which, under the 
auspices of the American Hospital Association and supported by other national 
and local professional and citizen groups, had brought into clear focus the 
Nation’s needs for hospital and related health services. 

The Hill-Burton program, designed as a cooperative effort between local com- 
munity groups and State and Federal representatives, has had wide acceptance 
all over the country. The program has stimulated: (1) Interest of local citizens 
in acquiring good hospital services; (2) statewide planning; (3) improved hos- 
pital design; (4) improved hospital standards; (5) efforts to acquire health fa 
cilities in areas of greatest need; (6) the attraction and retention of physicians 
and other health personnel to and in rural communities; (7) the construction 
of hospitals without the use of Federal funds; and (8) the interest of citizen 


1Dr. Cronin is Chief, Division of Hospital Facilities, Department of Health, Education, 
and Welfare, Washington, D. C 
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groups in the overall hospital needs of the Nation as a bulwark of our national 
defense 

As of October 1, 1953, the 2,132 projects which have been approved will add 
103,405 hospital beds and 422 health centers. The total cost of these projects 
represents more than $1% billion of which the Federal Government is contrib 
uting $589 million and the sponsors more than a billion. There are 1,297 (61 per 
cent) of these projects adding 53,262 beds, open and in operation; 715 (34 per 
cent) projects which will provide 43,217 more beds, are under construction; the 
remaining projects with 6,926 beds are in preconstruction stages, 


TABLE 1 Value of all United States hospital construction 


POSTWAR VOLU MI 


In dollar volume, the total value of hospital construction placed in 1950-52 
was nearly 5 times the wartime low of 1945-46. Some decrease has occurred 
subsequently. Federal hospital construction, chiefly by the Veterans’ Admin 
istration, has accounted for from 15 percent to 20 percent of the total volume. 
Beginning in 1948, construction with Federal assistance under the Hill-Burton 
program has contributed even more significantly to the total than the volume 
of direct Federal construction. The volume of hospital construction placed 
since 1945 appears in table 1, together with an estimate for 1953 and a forecast 
for 1954. 


The recent high levels of recent hospital construction have constituted ap 
proximately 3 percent of all new building construction in the Nation and there- 
fore represent only a minor influence in the total national economy. Measured 
as a part of the gross national product annually, all hospital construction is 
one-fourth of 1 percent of the national productive effort. 

The regional volume of construction per capita varies markedly according to 
the average income of the area Data on these variations have 


been made pos 
sible by the controls placed on materials after the beginning of the Korean con 
flict. Chart 1 displays the variation in volume by census regions for all hos- 
pital construction in 1950 in relation to average per capita income of the region 
This chart shows a regional range in volume fom $2.7 per capita in the lowest- 
income region to $5 per capita, or more, in the wealthiest region. The volume of 
construction provided with Hill-Burton assistance is also shown in chart 1. 
Hill-Burton construction amounted to nearly all of the work undertaken in the 
lowest income region, but constituted only 20 percent in the wealthiest regions. 
This relation is in accordance with the basic intent of the Hill-Burton Act to 
provide maximum aid in States of lowest income 
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TOTAL CONSTRUCTION RISES WITH INCOME 
HILL. BURTON Is GREATEST IN Lor agers REGIONS 
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Chart 2—CONSTRUCTION rip INDEX 
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Chart 3—ANNUAL CONSTRUCTION AND REMAINING. NEED VS. INCOME 
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During the administration of the Hill-Burton program since 1947, it has been 
possible to accumulate a substantial volume of information on hospital con- 
struction costs. Data for individual projects has varied rather widely, since 
design must reflect many variable factors. Some of the most significant are: 
Site conditions, types, and patterns of medical care and supporting services pro- 
vided, climatic conditions, economy in design, provision for future expansion, 
wage levels, and degree of competition in bidding 

Table 2 shows annual averages of project costs per square foot for a total 
of about 400 Hill-Burton projects for which necessary data were available. 
This table shows some increase in the cost of larger facilities (Over 50 beds in 
size) as compared with the cost of smaller institutions 

Long-term trends in these costs are compared with the general trend for all 
building construction in chart 2. In this chart a construction-cost index is 
used, based on the average of 1947-49 costs. This chart shows that after the 
beginning of the Korean conflict, Hill-Burton hospital costs have shown a 
greater increase than for building construction generally, but that limited data 
for 1953 point to a substantial drop at this time. 

The remaining need, or backlog, for hospital construction is reliably estimated 
to amount to about $12 billion in all categories of hospital plant. In terms 
of beds per thousand population, need is greater in the poorest regions than in the 
wealthiest, although the studies on regional volume summarized in chart 1 show 
that largest total activity is occurring in the high-income regions of lowest need. 
Regional data for remaining need in relation to income are shown in chart 3, for 
all categories and for general hospitals along with the trend of regional construc- 
tion activity in relation to income. The data on unmet need relate to 1951, in 
order to compare with regional construction reported for 1950, 

Very minor net gain is occurring annually because of the rapid growth in 
population and mounting obsolescence. We are making some inroads on the 
backlog of need for general hospitals according to current yardsticks of need, 
but are losing ground with respect to institutions for mental and chronic care. 


PROSPECTS FOR 1954 


The experts report that the general outlook for construction in 1954 is favor- 
able. Basic economic conditions are considered sound, with minor dips forecast 
in some segments of business, industry, and construction. Total contract awards 
for construction are expected to be close to the activity peaks of the past 2 years. 
Current estimates for building construction of all types in 1953 are now at 334.6 
billion, while a total of $383.3 billion is projected for 1954. Hospital construction 
activity is expected to decline moderately below 1953. As indicated in table 1, 
each of the principal components of hospital construction volume will decline 
somewhat 

It is anticipated that cost levels will be steadied by high productivity in a 
competitive market. A decrease in total new construction value of private 
homes, public housing, private industry construction, atomic energy projects and 
hospitals, is anticipated to be offset by an increase in commercial construction, 
school buildings, ultilities, highways and sewer and water works projects accord- 
ing to reports. 


TABLE 2.—Hill-Burton hospital construction costs—1947-53 


ct cost—dollars per square foot 


26 to 50 51 to 100 Over 100 
beds beds beds 


1947 d 2 ) 18. 41 ep 
1048 l { 20. 92 22. 10 
1949 17% ‘ 22. 01 21. 94 
1950 i 20 7 22. 88 1.70 
1951 6. 05 ‘ 23. 6 28. 96 27. 62 
1952 26 5, 7 3. i 25. 69 26. 58 
1953 1 2.73 5 21.99 23. 06 


The influences affecting labor, material, and capital have been summarized 
as follows: 

Labor.—Labor, one of the important cost elements of construction, has gen- 
erally concluded contract negotiations resulting in average wage increases of 
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4 to 6 percent, plus minor fringe benefits. The next round of wage bargaining 
may begin next spring. There is no shortage of construction workers anticipated. 

Vaterial.—Material shortages and erratic deliveries have almost disappeared. 
The price of cement has been increased 15 to 20 cents per barrel. Similarly, 
mill steel quotations have been marked up 6.5 percent. Except for lumber, con- 
struction materials prices have continued to rise. : 

Construction money.—Construction money rates reached a high at midyear, 
then hacked down in August and may continue to ease slightly. Money is re- 
ported available in adequate supply to finance the current high rate of con- 
struction activity 

Competition.—In the present highly competitive market, construction jobs are 
attracting up to three times as many bidders as a year ago. The bid spread is 
extremely narrow. Methods that save both labor and materials have been 
adopted to effect savings 

The net effect of the many factors determining construction costs points to a 
continuing rise for 1954, at a slightly decreased rate of increase. 

In summary, since 1946: 

1. We have made an inventory of our hospitals and related health facilities 
on a statewide basis. This inventory is revised annually. 

2. We have been able to obtain a good quality of civilian hospital construction. 
3. Federal! technical and financial assistance to communities for hospital con- 
struction has resulted in construction of hospitals without Federal help. 

4. We are barely keeping up with population increase and obsolescence of fa- 
cilities through federally aided and private hospital construction. 

5. We have an estimated accumulated backlog deficit of about 850,000 beds 
in this Nation. 

6. We have been able to attract and retain health personnel (especially phy- 
sicians) in the rural areas through the construction of hospitals in those areas. 

7. We are daily becoming acutely aware that need and demand for hospital 
service are not identical, do vary widely, and frequently become confused in our 
minds. 

In general, need for hospital services is a medical concept. It represents that 
which is essential to restore and preserve good health. Demand for hospital 
service is the result of need, but it is influenced by understanding, appreciation, 
readiness, and financial ability to use hospital services, on the part of a specific 
person or population group, at a given time and at going rates for service. 
Usually, demand for service is much less than true need. 

So it is true in hospital construction that demand for construction will be the 
ever-influential and controlling factor regarding volume. Our obligation is to 
portray appropriately true need through dissemination of facts so that there 
will exist the understanding, intelligent, and objective demand for hospital 
services. Anything less than an adequate demand based on true need will 
leave us vulnerable as a people and as a nation to the assaults of disease, pesti- 
lence, and war. 


HoOsPITAL AND NURSING HOME UTILIZATION BY PERSONS AGED 65 AND OVER 


Among persons of age 65 and over, the rate of admissions to general hospitals 
is about the same as or slightly higher than that for the general population. 
However, the average length of stay per hospital care for persons 65 and over 
is about one and a half times to twice that for persons of all ages. In conse- 
quence, persons aged 65 and over use from 50 to 100 percent more days of gen- 
eral hospital care, per thousand population, than does the general population. 

These levels of use are based on data from various health surveys and hospital 
insuranee plans, as described below, and as summarized in table 1. The data 
relate to general hospital care only, i. e., they are exclusive of care in hospitals 
for mental disease and tuberculosis. 


UTILIZATION AS SHOWN BY VARIOUS SURVEYS 


1. The committee on the costs of medical care, in its survey in 1928-31 of 
medical care and costs among representative families, found that the hospital 
admission rate among persons 65 and over was just slightly higher than that 
for the population of all ages. However, the length of stay per hospital admis- 
sion was approximately twice as long for the aged as for the general popula- 
tien, with the result that those over 65 received approximately twice as many 
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days of hospital service annually per 1,000 population as the general population 
The Nationa! Health Survey in 1935-36 had similar findings 

2. The survey in the Fastern Health District of Baltimore in 1938-48 found 
that the hospital admission rate for aged persons was lower than that for the 
population of all ages, but again, due to longer hospital stays per case among 
the aged, the latter utilized approximately 50 percent more days of hospital 
service per 1,000 population per year 

$. In 1952 the Social Security Administration of the Federal Security Agency 
(now the Department of Health, Education, and Welfare) undertook a special 
survey of hospitalization among the aged. The field work was performed by the 
Bureau of the Census in connection with its regular monthly Current Population 
Survey that is designed to assemble. on a sample basis, national information 
concerning the civilian population of the United States. This survey showed 
that in the year 1951 persons who were then 65 and over had 93 hospital admis- 
sions and received 2,050 days of hospital care per 1,000 persons of this age 
These rates may be compared with an admission rate of 116 and a utilization 
rate of 1,244 days per 1,000 for the general population of all ages, as shown by 
the American Medical Association’s 1951 census of hospitals. These two sur 
veys indicate that in 1951 persons 65 and over had a hospital utilization rate 
approximately 65 percent higher than that for the general population 


UTILIZATION AS SHOWN BY EXPERIENCE UNDER INSURANCE PLANS 


1. Table 1 presents data from four Blue Cross plans on hospital utilization of 
participants 65 and over, and data for all ue Cross plans together, showing 


utilization by participants of all ages. It will be seen that, in general, persons 
65 and over use double or more the volume of care per 1.000 population utilized 
by those of all ages In considering these data it should be borne in mind that 
the plans have limitations as to days of service which will be provided per admis 
sion or benefit year, and the figures quoted indicate the volume of care paid for 
by the plans, not the total received by participants 

2. The experience under the public hospital service or insurance programs 
in Saskatchewan and British Columbia, Canada, also serves to indicate the rela 
tive utilization of hospital care by persons over 65 and by the general popu 
lation. Each of these programs covers virtually the entire population of its 
Province. Both programs provide ail general hospital service needed, without 
exception as to disease or limitation as to duration of stay. The Saskatchewan 
program includes long-term care for chronic illness; the British Columbia pro 
grams excludes such cases when they no longer require active treatment and 
care in a general hospital. The level of utilization under the Sasketchewan 
plan is higher than that experienced in any State in this country; the level of 
utilization in British Columbia is higher than for the United States as a whole, 
but is exceeded by that in a few States in this country. In Saskatchewan the 
ratio between hospital utilization (days of service per 1,000) by persons 65 and 
over and by persons of all ages in approximately 3 to 1: in British Columbia 
it is approximately 2to 1. One factor bearing upon the high utilization rates in 
Saskatchewan is that the Province has very few nursing homes, and virtually 
all of the long-term bed care for invalid and infirm persons is provided by 
hospitals 

CARE PROVIDED RY NURSING HOMES TO PERSONS 65 AND OVER 

The question of hospital utilization by persons 65 and over should be con- 
sidered in the light of the volume of care provided to persons of this age group 
by nursing homes. The 1950 census of population has shown that in this country 
approximately $00,000 persons are in homes for the aged. nursing homes, and 
similar “homes for the aged and dependent”.’ Almost three-fourths of these 


1 Bureau of the Census, 1950 Census of Population——Institutional Population Special 
Report P—E, No. 26. p. 17 
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persons are of age 65 and over. Detailed data by type of ownership of these 
homes are as follows 


ederal and State 
ocal governmental 
rivat 

Nonprofit 


Proprietary 


K 
I 
P 


Total 


These institutions run the gamut from homes for the aged, where only a small 
portion of the residents are disabled or ill, to nursing homes wherein a large 
portion of the patients are bedridden and require much nursing care. 

Various studies indicate that about one-half of the people in homes for aged 
and dependent (150,000) are in nursing homes.’ Surveys of the Commission on 
that persons of age 65 and over are currently receiving care in nursing homes 
about 85 percent, are of age 65 and over.’ It may be calculated from these figures 
that persons of age 65 and over are currently receiving care in nursing homes 
at the rate of about 3,700 days annually, per 1,000 population of age 65 and 
over 

The extent to which nursing home care is, or can be, a complement to, or 
substitute for, care in chronic disease hospitals or in the chronic disease units of 
general hospitals is not yet clear. In considering the present hospital utilization 
rates by persons of age 65 and over, the large volume of nursing-home care 
provided to this age group should be borne in mind 


Reed, Louis §S How Many Hospital Beds Are Needed? PHS Publication No. 3809, 
Department of Health, Education, and Welfare, 1953, p. 41 

Roberts, Dean, The Characteristics of Patients in Nursing Care Institutions Paper 
presented before the American Public Health Association at the 1953 annual meeting 
rhis paper presents findings of a survey of nursing homes in Maryland Unpublished 
data from surveys of the Commission on Chronic Hlness in other States support these 
finding 
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FACILITIES REQUIRED TO PROVIDE COMPREHENSIVE HOSPITAL SERVICES 


A hospital which provides comprehensive service offers to inpatients and out- 
patients, examination, diagnostic, and therapeutic services in the fields of anes- 
thesiology, dentistry, dermatology, and syphilology, internal medicine, neurology, 
neurological surgery, obstetrics and gynecology, ophthalmology, orthopedic 
surgery, otorhinolaryngology, pathology, pediatrics, physical medicine, plastic 
surgery, preventime medicine and public health, proctology, psychiatry, radiology, 
surgery, urology, general practice and communicable disease. 

To provide these services the following facilities must be available: Out- 
patient department; radiological department, both diagnostic and therapeutic, 
superficial and deep, and radioisotopes ; laboratory, in addition to routine labora 
tory services, tissue examination, autopsy and morgue facilities, basal metabo- 
lism, electrocardiography, electroencephalography, blood banks ; physical therapy, 
including heliotherapy, hydrotherapy, electrotherapy, massage and therapeutic 
exercise; pharmacy; Operating suite; delivery room suite; anesthesia service ; 
oxygen service; central sterilizing and supply. In addition, facilities are avail- 
able for medical records, medical library, nutritional services, medical social 
service and health education services. Also, the conventional administration 
services, i, e., audit, fiscal, purchase and supply, storage, maintenance or other 
similar housekeeping functions would be required. An institution offering com 
prehensive hospital service usually has associated with it an educational program 
for student nurses, practical nurses and aides; dietitians, student medical record 
librarians, ancillary technicans, as well as an educational program for under- 
graduate and post graduate medical students. 


[Public Health Reports 68: 933-939 (October 1953) ] 


DISTRIBUTION OF HOSPITAL NURSING SERVICES 


By Helen G. Tibbitts, M. A.’ 


The need for more nurses in hospitals is a familiar problem. As a result, 
sometimes hospital beds have been closed, but more often the available nursing 
services have been spread more thinly over the existing patient load. The 
American Hospital Association reports that at the end of 1951, nearly 14,000 hos 
pital beds were closed for lack of personnel and that job vacancies existed for 
22,486 graduate nurses (1), 10 percent of the total number already employed in 
hospitals. These data, collected by the American Hospital Association, cannot 
be used to show the amount of nursing care patients are receiving, but data from 
the 1951 American Medical Association’s census of registered hospitals can be 
used for this purpose, and so round out the picture. 

The American Medical Association has made available to the Public Health 
Service unpublished data on patient census and nursing personnel, which show 
the geographic locations and hospital types in which those patients are concen 
trated who are receiving less care than the nursing profession's standards rec- 
ommend. Such standards have been set forth for three distinct types of hos- 
pitals: general and allied special, nervous and mental, and tuberculosis. For 
general and tuberculosis hospitals the standards are in terms of hours of care 
per patient-day, and for mental hospitals they are in terms of a nurse-patient 
ratio. While the nursing profession recognizes that these standards are not 
based on adequate data, they are the only guidelines available at this time. The 
standards are in fairly general use pending the results of studies now under- 
way or contemplated. 

Nurse-patient ratios have been computed for each type of hospital from data 
supplied by the American Medical Association. The nursing personnel included 
in thes ratios are limited to nurses available to give direct care to patients. Gen- 
eral duty nurses are the only professional nurses included. The nonprofessional 
personnel include practical nurses, attendants, nurses’ aides, and orderlies. The 
care given by student nurses is excluded from the nurse-patient ratios developed 
from the American Medical Association data. The personnel counts are as of 


1Mrs. Tibbitts was statistical analyst with the Division of Nursing Resources at the time 
this.study was made. She is now with the Health Resources staff of the Office of Defense 
Mobilization 
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ot het 


a particular day in October 1951, while the number of patients was counted as 
the daily average patient census for the most recent 12-month period for which 
data were available at that time. An adjustment is made for part-time general 
duty nurses so that personnel counts would be on a full-time basis. No adjust- 
ments are made for care given by private duty nurses, and to offset this, no 
adjustments are made for newborn census. 

The ratios computed from the data for hospitals registered by the American 
Medical Association have been converted hy a very simple process into esti- 
mates of average hours of care received by patients: For hospitals whose nurses 
work an average of 44 hours a week and 48 weeks a year, the average hours of 
care per patient-day is one-seventeenth of the number of nursing personnel per 
100 patients. For hospitals that average a 40-hour week, the average hours of 
care is one-nineteenth of the ratio. For example: 


Figure 1. Estimated daily hours of total nursing care per patient in nongovernmental general 


hospitals, 1951. 


Rant atin 25 Som 32-9717) Lo 2X 


In States where nurses work 40 hours a week, each nurse works 1,920 hours 
per year (4048). The number of patient-days per year is the product of 365 
multiplied by the daily average patient census. If we let R stand for the number 
of nursing personnel per 100 patients, C stand for the average hours of care per 
patient-day, NP for the total number of nursing personnel, and DAPC for the 
daily average patient census, the following relationships can be stated : 

100NP (NP) 

om 
DAPC (DAPC) 
1920NP 1920 (NP) 

365DAPC 365 (DAPC) 
R NP 
(3) = - (from 1 above) 
100 =DAP¢ 
C 1920., R R 

365 “100-19 


(1) 


(4) 


Data are shown in this report in terms that make them comparable to pro- 
fessional standards for nursing service for each of the three types of hospitals. 
Comparisons are made between the staffing of Federal hospitals, other govern- 
mental hospitals (includes those administered by the Bureau of Indian Affairs), 
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and nongovernmental hospitals for each of the three types of service. Where 
figures are quoted in terms of hours of care given, they are based on the assump 
tion that nurses in Federal hospitals work a 40-hour week and that nurses in 
other hospitals average a 44-hour week 


GENERAL AND ALLIED SPECIAL HOSPITALS 


The variations in hours of nursing care per patient-day available in hospitals 
under different types of control and the number of patients affected are as 
follows: 


Hours of care 


Control 


Federal 
Other governmental 
Nongovernmental 


1 See reference (8) at end of artick 


This picture of the situation in general hospitals shows that patients in Fed 
eral hospitals and those in other governmental hospitals are receiving not more, 
but actually less, nursing care than are patients in nongovernmental hospitals. 

The average length of stay of patients in Federal hospitals is about three times 
as long as in nongovernmental hospitals. Long-term patients usually need less 
nursing care than short-term patients. However, obstetrical cases make up about 
one-fifth of the admissions to nongovernmental hospitals and only one-fifteenth 
of the admissions to Federal hospitals, and such cases are characterized by 
shorter than average Stay and less than average acuity Furthermore, in Public 
Health Service hospitals (data are not at hand for other Federal hospitals), the 
median length of stay is only about one-half the average stay; and of the 80 


Figure 2. Estimated daily hours of professional nursing core per patient in nongovernmental general 
hospitals, 1951. 
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percent of patients who are discharged in less than 1 month the average stay 
is considerably less than one-half the average stay of all patients. 

If an adjustment were made for the care given by student nurses, the dif- 
ference between the amounts of nursing care available to patients in govern- 
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mental hospitals of both types and those in nongovernmental hospitals would be 
more pronounced. 

Information from other sources indicates that on a national basis student- 
nurse care averages about 0.5 hour per day for each patient in general hospitals, 
and that 86 percent of it is concentrated in the nongovernmental hospitals. 
The breakdown of these figures follows: 

State surveys made by the Division of Nursing Resources, Public Health 
Service, corroborated by evidence from the 1950 list of State approved schools 
of nursing, indicate that a student nurse gives care to patients 0.4 as many hours 
as a graduate nurse employed on a full-time basis by the hospital. This means 
that the 102,500 students enrolled on January 1, 1951, were spending as many 
hours giving care to patients as 41,000 full-time nurses employed by the hospitals, 
or 86,592,000 hours a year, based on average personnel policies in nongovernmental 
hospitals. The 509,446 patients in general and allied special hospitals received 
185,947,790 days of care in the year, or .47 hours per patient day from student 
nurses. 

The concentration of student care in nongovernmental hospitals can be in- 
ferred by the control of the hospitals operating the schools in which the students 
are enrolled. Of the 97,903 students reported in Facts About Nursing to have 
been enrolled in schools of nursing January 1, 1950, 13,561 were enrolled in schools 
operated by Federal, State, city, county, or city-county hospitals. The control of 
the hospitals with schools was determined from the list of hospitals registered 
by the American Medical Association, and their enrollments from the 1950 list of 
State Approved Schools of Nursing. 

A conservative estimate is that patients in nongovernmental hospitals prob 
ably average 0.4 hour of care daily by student nurses, which brings the total 
hours of care they are receiving up to 4 a day, about one-half of it being pro- 
fessional. 

The average staffing of nongovernmental hospitals, computed by totaling per- 
sonnel and patients in this entire group of hospitals, appears to meet the stand- 
ards set by the nursing profession in 1948 with respect to total hours of nurs- 
ing care although not in number of professional nursing hours. A study pub- 
lished by the National League of Nursing Education in that year indicated that 
each patient should have 3.5 hours of care per day, with 2.4 of these hours pro- 
vided by professional nurses (2). 

A more recent study indicates that under specified conditions of assignment 
and supervision professional care may be sufficient if it is one-third of the total 
(3), and another shows that patients on active medical and surgical serv- 
ice required 3.9 hours of care (4). A definitive study is needed now to relate 
amounts of nursing service to the demands of modern medical practice, but in 
the last analysis each hospital has, and will continue to have, different require- 
ments. 

The staffing ratios presented here are average for large groups of hospitals; 
and hence, as would be expected, many hospitals in any group will have ratios 
lower than the group average. The extent to which nongovernmental hospitals 
fail to meet the standards of the nursing profession for general hospitals is 
sketched in briefly following the discussion of geographic variations. 


NERVOUS AND MENTAL HOSPITALS 


-*atients are distributed among the three classes of nervous and mental hospi- 
tals in inverse relationship to the amounts of nursing care available: 


j 

} 

| 

| Patients (in 
thousands) 7 nn va 


Nursing personnel per 100 
patients ! 


| 
Total Professional 


Federal 28. 
Other governmental. - . 
Nongovernmental 


1 See reference (8) at end of article. 


In contrast to the situation in general hospitals, patients in Federal mental 
hospitals are receiving considerably more care than patients in other govern- 
mental hospitals. It remains true that patients in nongovernmental mental hos- 
pitals are receiving the most care. 
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The standard approved by the American Psychiatric Association in 1945 for 
staffing mental hospitals called for 4 professional nurses per 100 patients, and 25 
nonprofessional nursing personnel (5). The great majority of mental patients 
in the hospitals operated by States and other local governments thus is receiving 
less than one-tenth the professional nurse care and only two-fifths of the total 
amount of care considered essential. 

While on the face of it, the average staffing ratios of nongovernmentai mental 
hospitals appear to meet the standards quoted, it must be realized that these 
hospitals generally are undertaking intensive therapy for a much larger pro- 
portion of their patients than the State mental hospitals for which the standards 
were designed. The American Psychiatric Association has since developed a 
more discriminating set of standards, but they can be used only in a situation in 
which something is known of the condition of the patients in addition to their 
total number (6). 


rUBERCULOSIS HOSPITALS 


The patient with tuberculosis receives the most care in a Federal hospital, 
and the least care if he is in a nongovernmental hospital : 


Hours of care ! 


Prof 


Federa 
Other governmental 


Nongovernmental 


See reference (8) at end ick 


On the basis of standards of the Tuberculosis Advisory Nursing Service, even 
the better staffed Federal tuberculosis hospitals are short of professional 
nurses (7). These standards are based upon the regimen prescribed for 
patients, that is, whether the patient is on strict bed rest, bed rest, or is semi- 
ambulant, or ambulant. To obtain a single figure from these four standards so 
that comparison could be made with existing staffing practices, the nursing re- 
quirement of patients in each category was weighted by the probable proportion 
of all patients in the category. The weighted average nursing requirements of 
tuberculosis patients amounts to a total of 1.8 hours of care per day, .9 hour 
of which should be professional nurse care. 


GEOGRAPHIC VARIATIONS 


All of the figures cited so far have been national averages. It is reasonable 
enough to use national averages when discussing Federal hospitals since their 
centralized administration means that there is relatively little local variation 
in staffing ratios. 

What justification is there, however, for computing a single ratio by combining 
data for 48 States from Arkansas to Maine and from Georgia to California? A 
comparison of the ratios for nongovernmental general hospitals across the coun- 
try suggests part of the answer (8). Figure 1 shows some geographic varia- 
tions in the ratios of total nursing personnel to patients. The ratios have been 
grouped into four classes for mapping purposes. The States with the lowest 
ratios have fewer than 55 nursing personnel of all types available to care for 
each 100 patients. This means that in these States if nurses work 44 hours per 
week, patients can receive an average of less than 3.2 hours of care per day. 
Patients in the next higher States can receive 3.2 to 3.7 hours; in the next to 
the highest group of States they can receive 3.8 to 4 hours, and in the highest 
States, 4.1 hours or more are available. 

Figure 2 shows similar variations in graduate professional nurse to patient 
ratios. In the States with the lowest ratios, fewer than 22 graduate profes- 
sional nurses care for each 100 patients. That is, patients in these States can 
average less than 1.3 hours professional nurse care each day. Patients in the 
next group of States can average 1.3 to 1.9 hours professional nurse care daily, 
in the next higher group, 2.0 to 2.5 hours, and in the most privileged States 
hey can average 2.6 hour's or more. 
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TABLE 1 iverage hours of nursing care by all types of nursing personnel, except 


student nurses, per patient-day and distribution of hospitals according to 
actual hours provided: nangovernmental general hospitals in 8 States 


Hospitals distributed by actual hours care 


| 


Less th 39 4to 4.9 | 5 and 
2 ~ : over 


Arizona 
District of Ce 
Maine 
Nebraska 
New Mexicc 
South Dakota 
Vermont 
West Virginia 


TABLE 2 iwerage hours of care by graduate nurses per patient-day, and dis- 
tribution of hospitals according to actual hours provided: nongovernmental 
general hospitals in & States 


Arizona 

District of Columbia 
Maine 

Nebraska 

New Mexico 

South Dakota 
Vermont 

West Virginia 


INTERHOSPITAL DIFFERENCES 


It cannot be inferred that a State whose average nurse-patient ratios provide 
for amounts of care that meet professional standards has all the nurses it needs 
in its hospitals. Nurses are not distributed among all hospitals in proportion 
to the number of their patients, and no assumption is made that this should be 
so (tables 1 and 2). Admittedly, the patients in some hospitals need more care 
while those in other hospitals may need less, depending upon the conditions for 
which they are being treated, the nature of the treatment, and the hospital’s 
program 

The safest assumption probably would be that the patients in any general hos- 
pital need at least the amount of care that would be equivalent to the nursing 
profession’s 1948 standard for total hours of care and Bredenberg’s standard 
for hours of professional nurse care. The corollary of this assumption is that 
hospitals providing more hours of care than this do so either because of the 
kind of care their patients need, out-of-date facilities for care, awkward admin- 
istrative procedures, educational programs for student nurses or medical stu- 
dents, or for a variety of other possible reasons. Thus, in Nebraska, although 
the State average meets professional standards for total hours of care, at least 
12 hospitals could be considered inadequately staffed. 

Differences in the extent to which student nurses give patient care show up 
in table 3. Table 4, when compared with table 1, shows how including the care 
given by students in the total hours affects the picture of the amount of care 
patients are receiving. 
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TABLE 3 Nongovernmental general hospitals with schools of nursing distributed 
according to hours of care provided per patient-day by student nurses in 8 
States 


Arizona 

District of Columbia 
Maine 

Nebraska 

New Mexico 

South Dakota 
Vermont 

West Virginia 


Only 1 hospital operates a school of nursing, and to avoid disclosing confidential informatior 
not shown 


TABLE 4 Hospitals distributed according to total hours of care provided per 
patient-day, including care given by student nurses: nongovernmental general 
hospitals in 8 States 


Arizona 

District of Columbia 
Maine 

Nebraska 

New Mexico 

South Dakota 
Vermont 

West Vi 


SUMMARY 


1. The ratio of nursing personnel to patients in the entire group of nongovern 
mental hospitals in the country is sufficient to provide an average of 3.6 hours 
of care, 1.6 hours of this being professional. Nevertheless, numerous hospitals in 
every State need more of both categories of nurses even where statewide ratios 
are at the national average. Only in the Pacific coast States and in Nevada, 
Wyoming, and Flerida do patients in general hospitals appear to be receiving an 
average amount of both professional and nonprofessional nursing care that is up 
to minimum professional standards. In the New England States the average 
amount of professional nursing care appears to be sufficient, but hospitals in this 
area perhaps should employ more nonprofessional nursing personnel. In all of 
the remaining States there appear to be too few graduate nurses in the general 
hospitals. 

2. All general hospitals under government control of any sort appear to be short 
of both professional and nonprotessional nursing personnel, although the longer 
average length of stay in Federal hospitals modifies the picture to some extent 

3. In the mental hospital field, only those under nongovernmental auspices 
come close to meeting the staffing standards of the nursing profession, and these 
hospitals care for only 17,000 of the 698,000 patients in this kind of institution 


89087—54—pt. 7 40 
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4. Tuberculosis hospitals in all three classes appear to be grossly understaffed 
with respect to both professional and nonprofessional nurses. 


REFDRENCES 


1) Statistical guides. In Administrators Guide Issue, part 2. Hospitals 26: 1-31 
ne 1952 
2) American Nurses Association: Facts about nursing. New York, 1952. 
2) National League of Nursing Education: A study of nursing service in one children’s 
and 21 general hospitals. New York, 1949 

(3) Bredenberg, Viola: Nursing service research. Philadelphia, J. B. Lippincott Com- 
pany, 1951, 170 pp 

(4) Wright, Marion J Meeting the need for nursing personnel. In Administrators 
Guide Issue, part 1 Hospitals 26 : 49-51, 76—78 (June 1952 


a=). 


5) Standards for psychiatric hospitals and out-patient clinics. Am, J. Psychiat. 102: 
269 (1945) 
American Psychiatric Association: Standards for psychiatric hospitals and clinics, 

fashington, D. C., 1951 

7) Tuberculosis Advisory Nursing Service of the National League for Nursing: Cues 
iffing tuberculosis units in hospitals. New York, National Tuberculosis Association, 
28 pp 
ribbitts, Helen G., and Levine, Eugene: Health manpower source book. Part 2. 
g personnel. Washington, D. C., U. S. Government Printing Office, 1953, 88 pp. 


National League of Nursing Education: State approved schools of nursing. New 
k, 1950 


(Ju 
{ 


Sti 





eeez ‘d ‘elqu} JO pue 3B 23003003 vag 


9q 
{3 


)USdep eT Q}ZTIe JO UOPWUYyEG 


} pus youu 

HUM ‘si I I [Be I ) I : 

eye Aq Pedr I ] 11 SU 0 JUuVUTTE ino ) } Us UT[OIU 18 [8 pu “““queuljorue 103 AIPA A 
¢ , “i r < us F g F961 “PUSUTTIOI 


ba 
a 
f 
_ 
co 
z 
_ 


1B BUOY 7B BOpA195 Os, y 
| oopjoBid dno1d [Boypey WOT7B19d0 JO PorjoyW 


BOJAJag qyeueg jo edAJ 


4a 
{7]9 ‘ssouysnt JO seayy 
li I IT} I UB SUBID 
yp iy i js ’ ) i yuB Aq peqooté So : ~-Apoq Zupmse8a0¢) 


$0931 uumt 


HEALTH 


pus O3Ly Ofe@d Sulpt It MAN, Ja}t alt . I I f YsB AA POAl9s BOTY 
iS-€°61 9v6I LE61 ~~~ pOYsT|qejse 180 x 


J9UMSU0( ‘ “dpysiosuodg 


9} FIMIUIOL {}UNUIWIO:D 


BUT YSU At 
IHF anol) 


S9JDIS PajiuyQ ay) ul suvnjd ao )DoOIpau aaisuayasd Mood 9 fO 891)8140]0DADYO 


q] XIdNqdaay 





2530 HEALTH INQUIRY 


car 
Sing care 


Specialists’ 
Refractions 


Maternity 





2531 


HEALTH INQUIRY 








| 3 dor ea opt 101d “y1oddns 40} Jaq ueu 
{ended 94) uodn iuWepuedep ATTOU.M sy pur 
PI qesnoy sures 947 uy Soprser 17epued 
9P YONS yey pox 401d ‘a9 1301q JO ‘1a}s13 
“10 138) ‘Jayjour JO wiTy 03 d {SUOTI BAI °u} 
UT SuTpuns “qu uedep | ees Avuy ey 
“19 {ileus yd *QUL@U It [nse @ iJ] 958 Jo 
SIB24 8T Japun Ua plTyo Pedope Jo uap 
“Tyo pur (pueqsny Jo aya snodg ‘und 
V Alfarey on} Yenoly) esnyo 8 TUyeZ1eq 
{Usd.Ied-¢ 914 J9pun Apruryy S14 Jo slag 












58 JO sivas 61 

























» peleuon 61 JO ade °4) Jepun Tap “dieu 8IQsTe °47 pur (49q O78 4v[n301) 
i JO ia UL jo Pellemun pue 4aqy19sqns JO asnode 490IR98 oF BM | NPIArpuy OU y Ayyure 4 +Uspuedap SIQIay + jo uonyug KY 
S’j0nND yueuw 

[O2U9 UO: I bas jou ioljeu 

Iq7eyxa [BOIS A YC 58 ou “que K Jue adyt uuOolMsanb 03 30 fqns 

dno 404 I CUIL X90 [BOIS ‘yd Pad a008 Syuvolidde [enpy Arpuy WUE SUIBaT JO pooyse 1O1g [euonen uy 

PUB OG of Z jo Sym] SB “S19qLOsq ng 12008 JOjaq dABUTLOT Sar [801 peur 07 “uO 9A SIOAIO Wy uoryng14y 

(ent IAIpul J S088] peonpel +8 SIOQLIOS {qns JIAO JO 0g snods 98nods pus ‘g] ) {O18 Ay JO siequreur 








NS SB se0lases aureus J J oq 
-2q suetT[Olue dnolgz put 





10 

Jagpun $7 pu dap 4joyy ‘s OSiad pefsord 

“ug +VeWlT[Olue dhos pue renprarpuy 
000°9 Tt “drys 


s}Uspusedep 4j9q2 pur 


{USM [Ola Inoir) 





“IGA 



















} ‘SBo7e Jo OOUBA I Uel10g 
) U4eQINOs uy JOO'OLT ‘Bore S}Uepued 
$} | 00098 ‘Steg uo ins OcT ‘eg pouBsy S 94) ut si 9Q Weur 000‘ 0'Z “9P puB saak (dma 000°91 Alage Tyx01ddy #6 “JUsUTT [OI a 


ugfd Yi[Bey 94) Gira 
> Vvuo (ur IWBIOd 1900 [eridse y 
sT®11dsoyq me }epur A dastt M 
T uvyd-qyye Y 0% pays Ling 
OH 810q UleUr wid Yi[Bvey 
{ONS Japuar 04 ued [Boy ayy 
' HOI SUBIOISA Ud JO J 











rysiau 





























SoOT IC LOUO NE qs I 
191090 1noia yu INO; loins ) edaig IC jor 
VTAJOg “q JO 
suoess 
Sut iy s loo ] 4BpUNOY Jos r48NI} Jo 
8} WURINSUT noIyd war MALS 
Ino SWIVAOO LO WIeura 8 [8] uy 
be] +49 UDLM TBS) ‘Agu ) Sofoz s0"] 2 Bot 
62 . T 
{ It ‘ I 
a ih a 
TRS 1 ) 
‘Soran r ' , Or *ryrre: ‘ 2 oO; 7 oO IS ‘“oininen 1Bo gt 
~ sara INO4g) [wo}pe yy s00"]-ssoyy PULLALO ‘uy WN I MUNSUT YITwOH Joquy 





3 


* 


Pe 
e 


2 





4 $14979D4D 1 





ort 


> 
~ 
< 
= 
~ 
So 
4 
_ 


daq ; uspssyd Aq pasop 
} pepra J seqel iIn[nszel jrey Lio {Bul 
SNOLAB]UOOTUIAS I 5 Ul ip Jo} 1v9A JEpUeTt yyu0u 
mm ‘Red “ | c skep 090 s1eq ule I . }eBpoull 
It ted sAvy t P d . m00y 
dson 
syyousg 


HEALTH 


fq u 
q} Jay Ny pops 

{} UodNn juepueday 
SNHOY SOUIVS BY} U] eps 


,old uvd 


uelp 


a Afumed 
[BO] pou 


10] ns 









99 1I9AO 4 I c 
9 ) SIBAA OC 
Me 6F-Ct 
bet 
) SIBAA Hf 
OARAIAE 











s 8 ! 
90% ) 
‘ a AOTd a SJ9A00 
Hug S}uepuedap 
1 ABd ssougz 8, 40rd 
Hngiauoes 1IAOTE 
180. ) 
bn IPPINS ‘A orut | 
a 
<4 
SUOISN OX 
—_ 
G 
sal 
; 
= 
1 
i 1dap 10} 904 
a P DO ie Be 8, 
108 {wy 
sAud 






s#uBddy 





















2"1¢ ‘siuapua 
nennr 
| PapnpPuy jor I 
1 ow : SVIUPDTT ll put Sanigy 
p souzeny } en 
iMepu J 4] 18 suond Sold ¢s yA nr pu , _—— = nnOrEIOg I 
‘ We It 
: NNedRieyy | . 
VO I$ 40) papnpouy 1} PUB ONSOUsETp ‘sheu-y 
se Po} I] 
[ouy 10% immer ees a " p aq RIOT id $-0Z$ 
} eo) UI OA + 
\ 8 r t 
Pp | 19}0WI J juaNIeg 
- 
} ) 
[va y 0'] 1 ity Tt T I ) 7 
IN s0Y I O ‘ut 
Mog Jas] M OW no’y 18 ‘OINWQsu] {vey 10qe’] 







2534 





iyuoy 89)D)9 pajiusy) IU) UL SuDId 1 
] IAD 101 
] ADI [DILPau AMISUAYaud UL09g 9 {0 $9 
94 47/8149) IDAD1 
1) 





HEALTH INQUIRY 


con 
j 


Pers 
Peri 


or 
ti 
} 


Provision for 
fe 





2536 HEALTH INQUIRY 


= = % 
APPENDIX ( 
SELECTEp BIBLIOGRAPHY ON PREPAYMENT MEDICAL CARE PROGRAMS 


From Management and Union Health and Medical Programs (Public Health 
Service Publication No. 329) by Margaret C. Klem and Margaret F. McKiever, 
Washington, U.S. Government Printing Office, 1953. 


Abrams, Herbert K., M. D.: Labor, Management and the Official Agency—Rela- 
tionships Illustrated by a Plant Survey, American Journal of Public Health, 
January 1952. 

American Academy of Political and Social Science: The Annals (Labor in the 
American Economy), March 1951. 

American Dental Association, Council on Dental Health: Summary of Available 
Information on Prepayment Dental Care Plans, Chicago, The Association, 1953. 

American Federation of Labor: Benefit Plan Provisions of Collective Agreements 
and Federal and State Social Security Laws, Bulletin of the Metal Trades 
Department, May 1948, 

American Federation of Labor: Health Benefit Plans by Collective Bargaining 
(Collective Bargaining Series No. 1). Washington, The Federation, 1946. 

American Hospital Association, Blue Cross Commission: Blue Cross Approval 
Program of the American Hospital Association. Chicago, The Association, 
1952. 

American Management Association: Trends in Employee Health and Pension 
Plans (Personnel Series No. 118). New York, The Association, 1948 

American Medical Association, Council on Medical Service: Voluntary Prepay- 
ment Medical Care Plans. Chicago, The Association, 1952. 

American Medical Association, Council on Industrial Health: Manpower Con- 
servation, Journal of the American Medical Association, Oct. 13, 1951. (Re- 
printed with additions by the Council.) 

American Medical Association, Council on Medical Service: Proceedings of the 
Atlantic City Session, Journal of the American Medical Association, June— 
July 1949. 

American Medical Association, Council on Industrial Health: Medical Services 
in Industry. The Industrial Medical Department, Journal of the American 
Medlical Association, July 5, 1941. 

Andrews, M. D.: Good Health Leads to Good Morale, Textile World, December 
1950. 

Arnow, Philip: The Forms of Wages, Ch. 34 in Employment and Wages in the 
United States (W. S. Woytinsky and Associates). New York, The Twentieth 
Century Fund, 1953 

Axelrod, S. J., M. D.: The Medical Care Bookshelf, American Journal of Public 
Health, April 1953. 

Axelrod, 8. J.. M. D., and Patton, Robert E.: The Use and Abuse of Prepaid Com- 
prehensive Physicians’ Services, American Journal of Public Health, May 
1952 

Bachman, George W. and Associates: Health Resources in the United States, 
Availability of Personnel, Facilities and Services. Washington, The Brookings 
Institution, 1952. 

Baehr, George, M. D.: An Alternative to National Compulsory Medical Insurance, 
Connecticut State Medical Journal, January 1953. 

Baehr, George, M. D.: An Evaluation of Independent Prepaymet Plans for Med- 
ical Care. in Financing a Health Program for America—Volume 4, Building 
America’s Health, Washington, Government Printing Office, 1952. 

Baebr, George, M. D.: Professional Services Under Medical Care Insurance, 
American Journal of Public Health, February 1951. 

Baehr, George, M. D., and Deardorff, Neva R.: Maternity Service Under the 
Health Insurance Plan of Greater New York, American Journal of Public 
Health, November 1951. 

Baehr, George, M. D. and Deardorff, Neva R.: What the Health Insurance 
Plan of Greater New York Offers to Older Workers, Public Welfare, March 
1951. 

Bambrick, James J., Jr.: Special Clause for Pregnant Women, Conference Board 
Management Record, National Industrial Conference Board, November 1950. 

Becker, Harry: The UAW-CIO and the Problem of Medical Care, American 
Journal of Public Health, September 1951. 

Berg, Benjamin N., M. D.: Pilot Program for Cancer Detection in Industry, 
Archives of Industrial Hygiene and Occupational Medicine, March 1951. 





HEALTH INQUIRY 9537 


Berman, Robert: Dental Activities in a Medical Center Program; ILHWU 
Medical Center, Industrial Medicine and Surgery, March 1952. 

Bloom, M. S., M. D.: Variations in Current Industrial Medical Service Plans, 
Journal of the American Medical Association, Oct. 7, 1944 

Brand, Morris A., M. D.: Health Plans for Industrial Workers—Labor Moves 
into the Health Field, paper presented at the Third Group Health Institute 
of the Cooperative Health Federation of America, June 1953. Chicago, The 
Federation. 

Brand, Morris A., M. D.: Labor's Horizon for Health, American Jour 
Public Health, January 1953. 

Brandaleone, Harold, M. D. and Friedman, Gerald J., M. D Medical Care in 
a Surface Transportation Company: Third Avenue Transit System, Industrial 
Medicine and Surgery, April 1952. 

Brower, F. Beatrice: Company Group Insurance Plans, Studies in Personnel 
Policy No. 112. New York, National Industrial Conference Board, 1951 

Brumm, John M.: Health Programs in Collective Bargainin Urbana, Univer 
sity of Illinois, Institute of Labor and Industrial Relations, 1949. 

Brumm, John M.: Health Insurance Plans Under Union-Management Agree 
ments, Labor and Nation, January 1947. 

Building Trades Employers’ Association, Committee on Welfare Funds: A Review 
of Welfare Funds in the New York City Building Trades. January 1, 1952. 
New York, The Association, 1952. 

Bureau of National Affairs: Negotiated Health and Welfare Plans. Washington, 
The Bureau, 1950. 

Cameron, Dale C., M. D.: Human Relations in Occupational Health, Public 
Health Reports, July 1952. (Reprint No. 3188.) 

Canadian Dental Association: Report of Health Insurance Studies Committee, 
Transactions of Canadian Dental Association Annual Meeting, Toronto, The 
Association, 1952. 

Capes, Hubbard: Personnel Practices as Related to Company Size, Personnel, 
September 1950 

Carlson, Julia: Employee-Benefit Plans in the Plectric and Gas Utility Industries 
(Bureau of Research and Statistics Memorandum No. 73). Washington, Fed- 
eral Security Agency, Social Seeurity Administration, 1952. 

Chamber of Commerce of the United States: Economic Research Department: 
Fringe Benefits in 1251, The Nonwage Labor Costs of Doing Business. Wash- 
ington, The Department, 1952 

Chamber of Commerce of the United States, Economic Research Department: 
The Hidden Payroll: Nonwage Labor Costs of Doing Business. Washington, 
The Hepartment, 1949 

Clague, Ewan: Some Industrial Aspects of Aging, Archives of Industrial Hygiene 
and Occupational Medicine, August 1950. 

Clark, Dean, A., M. D.: Criterion for Evaluating Prepayment Plans. merica’s 
Health: A Report to the Nation by the National Health Assembly. New York, 
Harper & Bros., 1949. 

Clark, Dean A., M. D.: The Health Insurance Plan of Greater New York, Indus- 
trial Hygiene Newsletter, January 1949. 

Cohen, Wilbur §.: Pensions and Welfare Funds under Wage Stabilization, in 
Proceedings of the New York University Fourth Annual Conference on Labor, 
(Emanuel Stein, editor) New York, The University, 1951 

Committee of ANA and NOPHN on Nursing in Medical Care Plans, A Guide for 
the Inclusion of Nursing Service in Medical Care Plans, New York, National 
League for Nursing, 1950. 

Cooley, George W.: The Potentialities of Voluntary Health Insurance, Journal 
of the American Medical Association, March 21, 1953 

Cooley, George W.: The Potentials of Voluntary Health Insurance, in Financing 
a Health Program for America—Volume 4, Building America’s Health, Wash- 
ington, Government Printing Office, 1952. 

Council on Dental Health, Dental Society of State of New York: The Require- 
ments of a Dental Health Service Plan, New York State Dental Journal, 
August-September 1951 

Crain, Rufus B., M. D.: Management of the Older Employee with Medical Prob- 
lems. Archives of Industrial Hygiene and Occupational Medicine, January 
1952. 

Crain, Rufus B., M. D.; Missal, Morris E., M. D.; Wilson, Kathleen W.: The 
Industrial Employee with Myocardial Infraction, His Ability to Return to 
Work, Archives of Industrial Hygiene and Occupational Medicine, May 1950. 





2538 HEALTH INQUIRY 


Crow, H. B.: New Joint Contributory Group Insurance Program for Weirton 
Steel Employees, Archives of Industrial Hygiene and Occupational Medicine, 
December 1950 

Praht, Dorothy: Sickness Benefit and Group Purchases of Medical Care for 
Industrial Employees: A Selected, Annotated Bibliography. Princeton, The 
University, 1944 

Daily, Edwin F., M. D.: Administrative Methods to Enhance the Quality of 
Medical Care Under the Health Insurance Plan of Greater New York, American 
Journal of Public Health, March 1953. 

Davey, Harold W.: Contemporary Collective Bargaining. New York, Prentice 
Hall, Inc., 1951 

Dawson, Marshall: Present Conditions of Workmen’s Compensation Laws and 
Possible Changes. Archives of Industrial Hygiene and Occupational Medicine, 
April 1951. 

Deardorff, Neva R.: Prepaid Medical Care as a Source of Morbidity Data, 
American Statistical Association Journal, June 1952. 

Deardorff, Neva R.: The Health Insurance Plan of Greater New York Begins 
Service, The Social Science Review, June 1947. 

Deardorff, Neva R.:; Utilization Experience of Moving Picture Machine Opera- 
tor’s Union of Greater New York, Local 306, under contract with the Health 
Insurance Plan of Greater New York in 1951. New York, The Plan, December 
1952. Mimeographed 

Dickinson, Frank G.: A Brief History of the Attitude of the American Medical 
Association Toward Voluntary Health Insurance (Bulletin 70). Chicago, The 
Association, 1949. 

Dickinson, Frank G.: Fundamental Requirement of Insurance Applied to 
Voluntary Prepayment Medical Care Plans, Journal of the American Medical 
Association, February 15, 1947. 

Dickinson, Frank G.: Medical Care Insurance; Lessons from Voluntary and 
Compulsory Plans, American Journal of Public Health, May 1951. 

Dickinson, Gladys: Women in Labor Unions, Annals of the American Academy 
of Political and Social Science, May 1947. 

Douty, H. M.: Union and Nonunion Wages, Ch. 43 in Employment and Wages 
in the United States (W. S. Woytinsky and Associates). New York, The 
Twentieth Century Fund, 1953. 

Draper, Warren F., M. D.: Conference on Medical Care in the Bituminous 
Coal Mine Area: Views and Suggestions, Journal of the American Medical 
Association, March 7, 1953. 

Draper, Warren F., M. D.: United Mine Workers of America Welfare and Re- 
tirement Fund, Medical Care Program, American Journal of Public Health, 
June 19538 

Draper, Warren F., M. D.: The Medical, Health and Hospital Program of the 
U. M. W. A. Welfare and Retirement Fund, Archives of Industrial Hygiene 
and Occupational Medicine, September 1950. 

Draper, Warren F., M. D.: Thoughts and Experiences on Medical Care, paper 
presented at the Third Group Health Institute of the Cooperative Health 
Federation of American, »o'une 1953. Chieago, The Federation. 

Draper, Warren F., M. D.: Voluntary Health Insurance on the National Scene— 
The United Mine Workers Health Program, American Journal of Public 
Health, May 1950. 

Eber, Manuel and Paine, Thomas H.: Health and Welfare Plans in the Basic 
Steel Industry, Monthly Labor Review, October 1971, 

Eckelberger, Robert L.: The Medical Care Program, Endicott Johnson Corp., 
Industrial Hygiene Newsletter, December 1948. 

Eckes, William P., M. D.: A Prepaid Comprehensive Medical and Dental Plan 
Jointly Supported by Management and Employees of the Consolidated Edison 
Company of New York, Inc. New York, Consolidated Edison, 1953, 

Editorial Staff of Prentice Hall, Inc.: Successful Employee Benefit Plans. New 
York, Prentice Hall, Inc., 1952. 

Falk, I. S. and Brewster, Agnes, W.: Hospitatization and Insurance Among Aged 
Persons (Bureau Report No. 18). Washington, U. S. Department of Hea!th, 
Education, and Welfare, Social Security Administration, 1953. 

Falk, I. S.: Medical Care Insurance: Lessons from Voluntary and Compulsory 
Plans—Adequacy of Financing, American Journal of Public Health, May 1951. 

Falk, Leslie, M. D.: Labor Union Medical: Benefit. Programs, in Proceedings of a 
Conference on Current Problems in Administrative Medicine. New York, 
Columbia University, School of Public Health, 1952. 





HEALTH INQUIRY 2539 


Farber, David: The Administration, Under Collective Bargaining, of Welfare 
Plans Based on Employer Contributions Washington, National Wage Sta 
bilization Board, 1946. 

Farish, Henry G., M. D., and Goldman, Franz, M. D.: The Labor Health Institute 
Quality of Service. Study made under joint sponsorship of St. Louis Special 
Planning Council and the Labor Fealth Institute. St. Louis, The Institute, 
1948. ‘ 

Felton, Jean 8., M. D.: Industrial Medicine and the Group Clini A Mutually 
Advantageous Relationship, Arehives of Industrial Hygiene and Occupational 
Medicine, August 1952. 

Fichandler, Thomas C.: Labor Uniems, Collective Bargaining and Union Agres 
ments Chs. 18, 19, and 20 in Employment and Wages in the United States 
(W. 8S. Woytinsky and Associates). New York, The Twentieth Century 
Fund, 1953. 

Fletcher, Andrew: Role of Medicine in Medical Plans, Journal of the American 
Medical Association, November 23, 1946. 

Forde, Lois E.: New Health Insurance Plans, Management Record, April 1953 
Friedson, Abe and Zisman, Joseph: Nineteen Employee-Benefit Plans in the 
Airframe Industry (Bureau of Research and Statistics Memorandum No. 71) 
Washington, Federal Security Agency, Social Security Administration, 1951 
Gatafer, William M., Editor: Manual of Industrial Hygiene and Medical Serv 

ices in War Industries. Philadelphia, W. B. Saunders Company, 1943 

Garfield, Sidney R., M. D.: A Report on Permanente’s First ‘Ten Years, Perma 
nente Foundation Medical Bulletin, August 1952 

Gitlow, A, I Political Aspects of Union Welfare Funds, Industrial and Labor 
Relations Review (Cornell University), October 1949 

Goldmann, Franz, M. D.: Medical Care Advancing the Frontiers of Public 
Health—The Joseph W. Mountin Memorial Session, American Journal of Public 
Health, January 1953 

Goldmann, Franz, M. D.: Medical Care Insurance, Organization and Admin 
istration, American Journal of Public Health, January 1901 

Goldmann, Franz, M. D.: Methods of Payment for Physicinns’ Services in Medi 
cal Care Programs, American Journal of Public Health, February 1951 

Goldmann, Franz, M. D.: Nursing in Health Insurance Plans, Public Health 
Nursing, August 1948 

Goldmann, Franz, M. D.: Voluntary Medical Care Insurances in the United 
States. New York, Columbia University Press, 1948. 

Goldwater, Leonard J., M. D.: Sickness Disability Imsurance and Preventive 
Medicine, Archives of Industrial Hygiene and Occupational Medicine De 
cember 1950. 

Gordon, Emanuel L.: Tax Effects of Union Welfare Funds, Tax Law Review, 
November 1950 

Gray, Herman A.: Exclusion of Nonunion Members from Employee Benefit 
Plans, Industrial and Labor Review, (Cornell University) January 1951 

Green, Edward <A.: Essential Principles of Private Insurance Pre-Payment 
Health Plans for Industrial Workers Archives of Industrial Hygiene and 
Occupational Medicine, December 1950 

Guidotti, Frank P., M. D).: Operation of a Direct Medical Service Plan in the 
Hotel Industry, paper presented at the Thirteenth Annunl Congress on In 
dustrial Health, sponsored by the Council on Industrial Health of the Ameri 
ean Medical Association, January 1953 

Guidotti, Frank P., M. D.: Direct Medical Service Plan in the Hotel Industry 
Journal of the American Medical Association, June 27, 19538 

Guidotti, Frank P., M. D.: First Medical Care Program in the Hotel Industry 
American Journal of Public Health, August 1953 

Hanna, Bernadette M.: Medical Records in a Health Center, Journal of the 
New York State Associntion of Medical Record Librarians, September 1951 

Hannah, J. A., M. D.: 12 Years of Experience Modify Prepay Concepts, Public 
Health Reports, January 1953. 

Hansen, Horace R., Uaws Affecting Group Health Plans, lowa Law Review 
35, 209-236 (winter) 1950. 

Hawley, Paul R., M. D.: Blue Cross Plans, Archives of Industrial Hygiene and 
Occupational Medicine, December 1950. 

Hayden, Charles G., M. D.: An Evaluation of Blue Shield Plans, in Financing 
a Health Program for America—Volume 4, Building America’s Health, Wash 
ington, Government Printing Office, 1952 

Haves, A. J.: To Our Health Machinists Monthly Journal. March 19538: and 
The Company Doctor, ibid., April 1952. 





2540 HEALTH INQUIRY 


Health Insurance Council, Survey Committee: Accident and Health Coverage 
in the United States. New York, The Council, 1953. 

Health Plan Works, Business Week, January 18, 1947. 

Helburn, Betsy; Nutrition Clinic for Garment Workers, Journal of the Amer- 
ican Dietetic Association, November 1952. 

Held, Adolph: Health and Welfare Funds in the Needle Trades, Industrial and 
Labor Relations Review, January 1948 

Henry, Leslie P.: Commercial Insurance and the Industrial Worker, American 
Beonomic Security, March-April 1951. 

Herringshaw, Hazel: Nursing in Prepayment Medical Care Plans, American 
Journal of Nursing, September 1946 

Hewitt, Edwin 8. and Kluss, Charles L.: Bargaining on Employee Benefit Plans, 
Personnel, July 1948. 

Hobby, Oveta Culp: The Health and Welfare of our Senior Citizens, in Pro- 
ceedings of Sixth Annual Conference on Aging of the University of Michigan, 
Ann Arbor, The University of Michigan Press, 1953. 

Hollingsworth, Helen: Johnston, Helen: and Baney, Anna Mae: Health Pro- 
«ram Digest. U. 8. Public Health Service, Division of Medical and Hospital 
Resources, 1952. 

Holman, Edwin J. and Cooley. George W.: Voluntary Health Insurance in the 
United States, Iowa Law Review, Winter 1950. 

How a Texas Union Runs Its Own Insurance Business, Business Week, Febru- 
ary 14, 1953. 

Humble Oil and Refining Company, Medical Division: Health for All, Safety 
Engineer, April 1948 

Huntington, Emily H.: Cost of Medical Care. Berkeley and Los Angeles, Uni- 
versity of California Press, 1951. 

Hyslop, Frances L. and Gafafer, W. M.: Bibliography of Occupational Health 
(P, H. 8S. Publication No. 300). Washingten, U. 8S. Government Printing 
Office, 1953. 

Janis, Lee, M. D. and Roemer, Milton I., M. D.: Medical Care Plans for Industrial 
Workers and Their Relationship to Public Health Programs, American Jour- 
nal of Public Health, September 1948. 

Johnston, Helen L.: Rural Health Cooperatives, P. H. 8. Bulletin 308, and F.C. A. 
Bulletin 60. Washington, U. 8S. Government Printing Office, 1950. 

Kammer, Adolph G., M. D.: Medical Services in Industry: Viewpoint of Man- 
agement, Industrial Medicine and Surgery, June 1952. 

Kehoe, Robert A., M. D.: The Task of Medicine in an Industrial Society, In- 
dustrial Medicine and Surgery, August 1951. 

Kirkpatrick, A. L.: The Extent of the Health Coverage of Insurance Companies, 
American Economic Security, August-September 1950. 

Klem, Margaret C. and McKiever, Margaret F.: Voluntary Health Insurance 
for Industrial Groups, Industrial Medicine and Surgery, November 1951, 

Klem. Margaret C.; McKiever, Margaret F.; and Lear, Walter J., M. D.: Indus- 
trial Health and Medical Programs (P. H. 8. Publication No. 15). Washing- 
ton, U. S. Government Printing Office, 1950. 

Kuh, Clifford, M. D.: Employment of the Older Worker—A Challenge to In- 
dustry and Public Health, American Journal of Public Health, June 1952. 
Kuh, Clifford, M. D.: Permanente Health Plan—Postwar, Industrial Hygiene 

Newsletter, September 1948. 

Langbord, Joseph A., M. D.: Union Health Center Fosters Employee Health, 
Archives of Industrial Hygiene and Occupational Medicine, December 1952, 

Lear, Walter J., M. D.: Medical-Care Insurance for Industrial Workers, Monthly 
Labor Review, September 1951. 

Lear, Walter J., M. D.: AFL Tobaeco Workers Obtain Health and Welfare Bene- 
fits in Union Agreements, 1949, Monthly Labor Review, June 1950. 

Liebenson, Herbert: The Health Programs of Labor Unions, American Economic 
Security, December 1952. 

Makover, Henry B., M. D.: The Quality of Medical Care: Methodology of Survey 
of the Medical Groups Associated with the Health Insurance Plan of Greater 
New York, American Journal of Public Health, July 1951. 

McCormack, John F.: Blue Shield Prepayment Health Plans, Archives of Indus- 
trial Hygiene and Occupational Medicine, December 1950. 

McDonald, David J.: Health Care Objectives, United Steel Workers of America, 
CIO. Washington, The Organization, April 1953. 

McGill, Charles M., M. D., and Pints, Sherman S8., M. D.: Successful Prepaid 
Medicine in Industry, Industrial Medicine and Surgery, September 1952. 





HEALTH INQUIRY 2541 


MeNary, William S.: An Evaluation of Blue Cross Plans, in Financing a Health 
Program for America Volume +, Building America’s Health, Washington, 
Government Printing Office, 1952. 

McNeel, John O., M. D.: The Importance of Proper Staff Organization in Coop 
erative and Group l’repayment Plans, paper presented at the Second Group 
Health Institute of the Cooperative Health Federation of America, June 1952 
Chicago, The Federation, 

Medical-Hospital Problems in the LDituminous Coal Mining Areas. Report of a 
couference sponsored by the Committee on Medical Care for Industrial Workers 
of the Council on Medical Service and Council of Industrial Health, American 
Medical Association. Chicago, The Association, 1953. 

Methods of Administration in Medical Care Plans: American Public Health Asso 
ciation conference report, Public Health Reports, January 1955. 

Miller, John H.: An Evaluation of Medical Care Plans Underwritten by Insur- 
ance Companies, in Financing a Health Program for America—Volume 4, Build 
ing America’s Health. Washington, Government Printing Office, 1952 

Miller, John H.: Medical Care Benefits Provided by Today’s Health Insurance 
Policies, American Economic Security, October-November 1952. 

Miller, Morton D.: Group Medical Expense Insurance Is Showing Marked Prog- 
ress, Employee Benefit Plan Review, Spring 1952, 

Miller, Morton D.: Results of Major Medical Expense Plans, Employee Benefit 
Plan Review, May 1953. 

Miller, Morton D.: Voluntary Health Insurance on the National Scene: The 
Program of the Insurance Companies, American Journal of Public Health, 
September 1950. 

Miller, Seward E., M. D.: Organization of Occupational Health Services in Smal 
Plants, Occupational Medicine, February 19538. 

Mitchell, Bmerson L.: The Private Insurance Company Viewpoint re Essential 
Principles of Current Medical Care Plans for Industrial Workers, Archives 
of Industrial Hygiene and Occupational Medicine, December 150, 

Naismith, Richard; Romich, Francis; and Jan, Howard: The Permanente Dental 
Group. The Permanente Foundation, Oakland, Calif. 

National Industrial Conference Board: Union Health and Welfare Funds 
(Studies in Business Economics, No. 8). New York, The Board, 1947. 

Nelson, George: Health Plans for Industrial Workers—What Labor Wants, paper 
presented at the Third Group Health Institute of the Cooperative Health Fed- 
eration of America, June 1953. Chicago, The Federation. 

New York Department of Labor, Division of Research and Statistics: Union and 
Union-Management Administered Health Insurance Plans in New York State. 
New York, The Department, January 1951. 

New York Department of Labor, Division of Research and Statistics: Experience 
of Selected Union-Management Disability Insurance Plans in New York State 
(Publication No. B-35). New York, The Department, 1950. 

Page, Robert C.,.M. D.: Report of Survey of Medical Services in Industry, Indus- 
trial Medicine and Surgery, June 1952. 

Page, Robert C., M. D.: Significance of Nonoccupational Disability, Archives of 
Industrial Hygiene and Occupational Medicine, January 1950. 

Palmer, Bissell B.: Dentistry Is Insurable, American Economics Security, October 
1950. 

Peterson, Florence; Kassalow, Everett; and Nelson, Jean: Health-Benefit Pro- 
grams Established Through Collective Bargaining, Monthly Labor Review, 
August 1945. 

Petshek, Kirk R.: Emergencies and the Expansion of Collective Bargaining, 
Monthly Labor Review, October 1951. 

Pharris, Crit, M. D.: Health Programs in Industrial Plants Pay Dividends to 
Owners and Workers, Industrial Hygiene Newsletter, June 1950 

Pohlmann, Kenneth E.: Rehabilitation of the Severely Disabled: UMWA Wel- 
fare and Retirement Fund Experience, American Journal of Public Health, 
April 1953. 

Pollack, Jerome: The Kaiser-Frazer-UAW-CIO Social Security Program: An 
Experiment in Health Security and Industrial Democracy, Industrial and 
Labor Relations Review, October 1952. 

Price, Leo, M. D.: Union Plans, Archives of Industrial Hygiene and Occupational 
Medicine, September 1950. 

Price, Leo, M. D.: Health and Welfare Funds, Their Implications to Medicine, 
Occupational Medicine, March 1948. 





HEALTH INQUIRY 


Randall, Marian G.: Nursing in Health Service Plans, Public Health Nursing, 
July 1944 

Randle C. Wilson: Collective Bargaining, Principles and Practices. Cambridge, 
Mass., Riverside Press, 1951. 

Read, Harry: The Viewpoint of the Union, in Symposium on How Industrial 
Medicine Can Meet the Needs of the American Worker, Archives of Industrial 
Hygiene and Occupational Medicine, February 1951. 

Reed, Louis S.: Blue Cross and Medical Service Plans. Washington, U. S. Pub 
lic Health Service, 1947, 

Research Council for Economic Security : Employee Benefit Plans: Nation-Wide 
Survey, Twelve Metropolitan Areas (Publication No. 69). Chicago, The Coun- 
cil 1950. 

Research Institute of America: Employer’s New Requirements: Sick Pay, Health 
senefits, Life Insurance. New York, The Institute, 1950. 

Richman, Elmer F., M. D.: Labor Health Institute Medical Care Program, Indus- 
trial Hygiene Newsletter, January 1949 

Rosen, George, M. D.: Health Education and Preventive Medicine—New Hori- 
zons in Medical Care, American Journal of Public Health, June 1952. 

Rowe, Evan Keith: Health and Welfare Plans in the Automobile Industry, 
Monthly Labor Review, September 1951. 

Rubenstein, Irving and Wolk, Dena: Sickness and Accident Benefits in Union 
Agreements, 1949, Monthly Labor Review, June 1950. 

Rusk, Howard A., M. D.: Rehabilitation: The Third Phase of Medicine, Archives 
of Industrial Hygiene and Occupational Medicine, April 1950. 

Saekman, Morris: Welfare Collective Bargaining in Action (Research Bulletin 
No. 3) Ithaca, Cornell University, 1949 

Sanders, Barkev S.: Protection Against Work Injuries and Health Insurance 
for Workers and Their Families. Chs. 16 and 17 in Employment and Wages 
in the United States (W. S. Woytinsky and Associates). New York, The 
Twentieth Century Fund, 1953 

Sawyer, William A., M. D.: Live a Little Longer (weekly column), The 
Machinist. 

Sawyer, William A., M. D.: Emplovee Health Is Good Business, U. S. A., The 
Magazine of American Affairs, July 1952 

Sawyer, William A... M. D.: Medical Care in Industry, Annals of the American 

demy of Political and Social Science, January 1951 
Leonard A., M. D.: Current Experience in Multiphasic Health Exami 
nations, American Journal of Public Health, June 1951. 

Scheele, Leonard A.. M. D.: Industrial Hygiene—A New Frontier in Public 
Health. Mimeographed. 1950. 

Segal, Martin E.: Health and Welfare Funds, in Proceedings of New York Uni 
versity Seeond Annual Conference on Labor (Emanuel Stein, editor), New 
York, The University, 1949. 

Sickness and Accident Benefits in Union Agreements, 1949, Monthly Labor 
Review, June 1950 

Silver, Jonas M. D. and Janis, Lee M. D.: Medical Service Plans Under Collec- 
tive Bargaining, Monthly Labor Review, January 1948. 

Simsarian, Arax: Company Hospital and Surgical Plans, Conference Board 
Management Record, National Industrial Conference Board, October 1949. 
Simsarian, Arax: Group Insurance in Union Agreements, Conference Board Per 

sonnel Management Record, August 1948. 

Slavick, Fred: The Operation of Sickness Benefit Plans in Collective Bargaining. 
Princeton, The University, 1951. 

Smith, J. Henry: Group Insurance Against Illness and Accidents, American 
Economic Security, June—July 1950. 

Spears, Ethel M.: Company Medical and Health Programs (Studies in Personnel 
Policy, No. 96) New York, National Industrial Conference Board, Inc., 
1948 

Steinberg, Martin R., M. D.: and Aaron, Harold, M. D.: Trade Union Programs 
and the Hospitals, Hospitals, July 1952. 

Strong, Jay V.: Employee Benefit Plans in Operation. Washington, Bureau of 
National Affairs, 1951 

Sun, Ruth Q.: Mine Workers Served by Unique Health Plan, GP, May 1953. 

Switzer, Mary E. and Rusk, Howard A., M. I).: Doing Something for the Dis- 
abled (Public Affairs Pamphlet No. 197). New York, Public Affairs Committee, 
Inc., 1953 








Tabershaw, Irving R., M. D.: 





HEALTH INQUIRY 2543 





Industrial Medicine, The New England Journal of 
Medicine, August 28, 1947. 


Thompson, Doris M.: A Health Center for Hotel Employees, Management Record, 


July 19538. 

Tilove, Robert: Recent Trends in Health and Welfare Plans, in Proceedings of 
the New York University Third Annual Conference on Labor. (Emanuel 
Stein, Editor). New York, The University, 1950. 

S. Congress, Joint Committee on Labor-Management Relations: Labor Man 
agement Relations: Welfare Funds (Report 986, part 4). Washington, U. S 
Government Printing Office, 1948. 

S. Department of Interior: A Medical Survey of the Bituminous-coal Industry : 
Report of the Coal Mines Administration. Washington, U. S. Government 
Printing Office, 1947. 

S. Department of Labor, Bureau of Labor Statistics: Director of Labor 
Unions in the United States, 1953 (Bulletin No. 1127). Washington, U. S 
Government Printing Office, 1953. 

S. Department of Labor, Bureau of Labor Statistics: Selected Facts on Em 
ployment and Heonomiec Status of Older Men and Women. Washington, U. 8 
Government Printing Office, 1952. 

S. Department of Labor, Bureau of Labor Statistics: Wages and Related 
Benefits, 40 Labor Markets 1951-1952 (Bulletin No. 1113). Washington, U.S 
Government Printing Office, 1952. 

S. Department of Labor, Bureau of Labor Statistics: Digest of Selected Health 
Insurance, Welfare, and Retirement Plans Under Collective Bargaining 
(Special Series No. 6). Washington, The Department, 1951 
S. Department of Labor, Bureau of Labor Statistics: Employee-Benefit Plans 
Under Collective Bargaining, Mid-1950 (Bulletin No. 1017). Washington, 
U. S. Government Printing Office, 1951. 

S. Department of Labor, Bureau of Labor Statistics: Union Health and Wel 
fare Plans (Bulletin No. 900). Washington, U. S. Government Printing Office, 
1947. 

S. Department of Labor, Women’s Bureau: Maternity Protection of Employed 
Women (Bulletin No. 240). Washington, U. S. Government Printing Office 
L052 

S. Department of Labor, Women’s Bureau: Maternity Benefits Under Union 
Contract Health Insurance Plans (Bulletin No. 214). Washington, U. 8S. Gov 
ernment Printing Office, 1947. 

S. Department of Labor, Women’s Bureau: Suggested Standards for Union 
Contract Provisions Affecting Women. Washington, U.S. Government Printing 
Office, 1944 

S. Senate, Committee on Labor and Public Welfare; Health Insurance Plans 
in the United States (Report No. 359, 3 parts). Washington, U. S. Govern 
ment Printing Office, 1951. 

S. Wage Stabilization Board. Tripartite Panel on Health, Welfare and Pen 
sion Plans. Wilbur J. Cohen, Chairman. Health, Welfare and Pension 
Programs Under Wage Stabilization. Washington, The Board, 1951 
‘niversity of California, Institute of Industrial Relations: Pensions and Health 
and Welfare Plans in Collective Bargaining. A Conference in Los Angeles and 
San Francisco. Los Angeles, The Institute, 1950. 

‘niversity of Illinois, Division of University Extension : Proceedings, Conference 

on Union Health Programs. Galesburg, The University, 1949 
Van Steenwyk, E. A.: Recent Developments in the Use of Blue Cross and Blue 
Shield Plans, American Journal of Public Health, February 1951. 

Voluntary Insurance Against Sickness, Social Security Bulletin, December 1953 
Wage Stabilization Board: Health, Welfare and Pension Programs Under Wage 
Stabilization. Washington, The Board, 1951. 

Weinerman, BE. Richard, M. D.; Breslow, Lester, M. D.; Belloc, Nedra B.; Way- 
bur, Anne; and Milmore, Benno K.: Multiphasie Screening of Longshoremen 
with Organized Medical Follow-Up, American Journal of Public Health, De 
cember 1952. 

Weinerman, E. Richard, M. D.: Labor Plans for Health, the San Francisco Labor 
Council Survey. San Francisco, The Council, 1951. 


Weinerman, E. Richard, M. D., and Abrams, Herbert K., M. D.: New Patterns in 


Industrial Health and Medical Care Programs in California, American Journal 
if Public Health, June 1951. 
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Weissman, Arthur: A Morbidity Study of the Permanente Health Plan Popula- 
tion, Permanente Foundation Medical Bulletin, January 1951 and August 1952. 

Whittaker, Edmund B.: Health and Welfare Funds: Actuarial Aspects, in 
Proceedings of New York University Second Annual Conference on Labor. 
(Emanuel Stein, editor). New York, The University, 1949. 

Whittlesey, John W.: Welfare Plans and Collective Bargaining, Washington, 
U. S. Chamber of Commerce, 1950. 

Witte, Edwin E.: Role of the Unions in Contemporary Society, Industrial and 
Labor Relations Review, October 1950. 

Wittmer, John J., M. D.: Medical Care in Consolidated Edison, Industrial 
Hygiene Newsletter, May 1948. 

Wittmer, John J., M. D.: Prepayment as a Private Enterprise, Industrial Medi- 
cine and Surgery, August 1946. 

Woll, Matthew: Health and Welfare Plans, The International Chemical Worker, 
February 1958. 

Woytinsky, W. S.: Labor and Management Looks at Collective Bargaining. New 
York, Twentieth Century Fui:1, 1949. 

Wright, D. O., M. D.: The Medical Department of the American Cast Iron Pipe 
Company, Industrial Hygiene Newsletter, October 1948. 

Zisman, Joseph: Fifty Employee Benefit Plans in the Basic Steel Industry 
(Bureau of Research and Statistics Memorandum No. 65). Washington, 
Federal Security Agency, Social Security Administration, 1947. 

Zisman, Joseph, and Carlson, Julia: Seventy-Three Employee-Benefit Plans in 
the Petroleum Refining Industry (Bureau of Research and Statistics Memo- 
randum No. 70). Washington, Federal Security Agency, Social Security 
Administration, 1951. 


AprENDIx D 
RECENT REFERENCES ON HEALTH SERVICES AND HEALTH INSURANCE 


Compiled by Division of Public Health Methods, Public Health Service, 
Department of Health, Education, and Welfare 


March 1954 


Advancing the Frontiers of Public Health—The Joseph W. Mountin Memorial 
Session of the American Public Health Association, October 23, 1952. Ameri- 
can Journal Public Health 48: 1-24, January 1953. 

Five papers as follows: Introduction, Leonard A. Scheele; Chronic Disease 
and the Aging Process, Viado A. Getting; Health Centers and Regionalization, 
John B. Grant; Medical Care, Franz Goldmann; and the Role of the Local 
Health Department, Hugh R. Leavell. 

American Dental Association, Council on Dental Health. Summary of Available 
Information and Prepayment Dental Care Plans. Chicago: The Association, 
1953. 56 pp. Processed. 

A reference guide which reviews all available published information on 
prepayment dental care plans. 

American Hospital Association, Blue Cross Commission. Blue Cross Gride; a 
Summary of Group Enrollment Benefits, Rates, and Regulations of Non- 
Profit Blue Cross Hospital Service Plans. Chicago: The Association, 
January 1953. 168 pp. 

Describes for each of 87 plans, the area served, group enrollment benefits 
and rates, out-of-area benefits, waiting periods, age limits, restrictions, medi- 
eal-surgical plan, and number of contracting hospitals. This is an annual 
publication of the Association. 

American Hospital Association. The Principles of Third-Party Payment for 
Hospital Care. Hospitals 25: 37-39, July 1951. 

Report of a conference called in May 1951 by the American Hospital Asso- 
ciation which resulted in general agreement to the principles of fair reim- 
bursement to hospitals by third-party groups and agencies. 

American Medical Association, Bureau of Medical Economic Research. An 
Annotated Bibliography of Group Practice, 1927-1950. Bulletin 85, revised 
edition of Bulletin 68. Chicago: The Association, 1951. 72 pp. 

Selection of additional references for this revision followed the same defi- 
nition of “group practice” specified for the earlier edition. Some references 
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are to plans possibly involving the corporate practice of medicine; others 

describe group practice combined with prepayment plans. The 317 individual 

annotated entries are arranged chronologically, each classified by a symbol 
designating auspices under which the report or periodical was published 
official medical societies, official hospital associations, governmental agencies, 
and commercial and other. An author index is included. 

American Medical Association, Council on Medical Service. Voluntary Prepay- 
ment Medical Benefit Plans. Chicago: The Association, 1953. 153 pp., and 
Supplement, Charts and Graphs, 21 pp 

The seventh revision of a 1946 publication. Description of some 96 indi- 
vidual, prepayment medical care plans in the United States and Canada. 
Descriptions include data on area covered, type of contract, income limits, 
enrollment, benefits, exclusions, waiting periods, premiums, and Blue Cross 
relationship. 

American Medical Association Program for the Advancement of Medicine and 
Public Health. Journal American Medical Association 139: 528-530, February 
19, 1949. 

A 12-point program under the following headings: a Federal department 
of health; medical research ; voluntary insurance; medical care authority with 
consumer representation ; new facilities ; public health ; mental hygiene; health 
education; chronic diseases and the aged veterans’ medical care; industrial 
medicine ; medical education and personnel. 

American Medical Association. Union Health Centers: A Survey. Chicago: The 
Association, September 1953. 36 pp. 

Description of 12 health centers based on data collected by the staff of the 
American Medical Association Committee on Medical Care for Industrial Work- 
ers. Descriptions cover: History, membership, objectives, facilities, financing, 
budget and operating costs, administration, personnel, benefits, and preventive 
services provided 

American Public Health Association. The Local Health Department—Services 
and Responsibilities. An Official Statement of the American Public Health 
Association Adopted November 1, 1950. American Journal Public Health 
41: 302-307, March 1951. 

A summary statement on the services and responsibilities in recording and 
analyzing health data; in providing health education and information; in 
controlling health hazards; in furnishing environmental and personal health 
services ; in operating health facilities ; in coordinating activities and resources 
to meet community health needs; in organizing and staffing programs; and in 
working with State and Federal agencies. 

American Public Health Association. The Quality of Medical Care in a Na- 
tional Health Program: a Statement by the Subcommittee on Medical Care 
American Journal Public Health 39: 898-924, July 1949. 

Presents the “essential components of medical care of high quality and the 
methods by which these standards can be approached in a national health 
program.” Discusses the objectives and qualitative and quantitative adequacy 
of a medical care program; professional and related personnel; hospitals and 
related facilities; services; financing; and administrative principles. 

American Public Health Association. The State Health Department—Services 
and Responsibilities. An Official Statement of the American Public Health 

Association Adopted November 11, 1953. American Journal Public Health 
44: 285-252, February 1954. 

Presents a picture of the state health department in the United States as it 
s evolving in the middle of the twentieth century. Discusses the state health 
department’s basic services and responsibilities and various aspects of desir- 
able organization. 

Anderson, Gaylord. Public Health—A Mandate from the People. American 
Journal Public Health 42: 1367-1373, November 1952. 

Discusses the origin and evolution of the public health movement as the 
reflection of the will of the people. 

Axelrod, S. J. The Medical Care Bookshelf. American Journal Public Health 
43: 381-398, April 1953. 

Selections suggesting the “current concepts of the scope of the medical care 
field,” including standard reference sources, journals, and reports. 

Bachman, George W., and associates. Health Resources in the United States; 

Personnel, Facilities, and Services. Washington: The Brookings Institution, 

1952. 344 pp. 
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Assembles existing information on the state of the nation’s health, fur- 

nishes an inventory of personnel engaged in providing health services and 
of the facilities through which they provide these services. The five appen- 
dixes contain tabular data drawn on in the text. 

Baehr, George. The Family Physician as the Central Figure in Prepaid Group 
Practice. American Journal Public Health 43: 131-137, February 1953. 

Brief description of the Health Insurance Plan of Greater New York and 
some data based on the first 5 years’ experience. 

Baruch, Bernard M. Medical Care for the People of America. Congressional 
Record 95: A780-A781, February 14, 1949. 

Outlines a 15-point program to improve the Nation’s health. Advocates a 
health insurance program under which the Government would meet only part 
of the cost, with part coming from payroll deductions of employers and 
workers, 

Bauer, W. W. Santa Claus, M.D. Indianapolis: Bobbs-Merrill, 1950. 266 pp. 

Discusses developments that have prolonged life and reduced illness and 
mortality rates. Describes the role and achievements of Federal, voluntary, 
and professional agencies in promoting health. Presents the medical profes- 
sion’s view in opposing compulsory health insurance. Includes a list of books 
and pamphlets on health insurance and medical services. 

Becker, Harry. Organized Labor and the Problem of Medical Care. Jn Medi 
eal Care for Americans. Annals American Academy Political and Social! 
Science 273 : 122-130, January 1951. 

Traces development of union-operated medical care programs. Concludes 
that “labor’s efforts will be evident in a strengthening of health facilities and 
services not only for union members but for all groups in the community.” 

tennett, A. E., and Engle, Bernice. Voluntary Health Insurance and Nervous 
and Mental Disease. Journal American Medical Association 151: 202-206, 
January 17, 1953. 

Reviews several representative health insurance plans, pointing out the de- 
fects regarding neuropsychiatric illness, and recommending improvements. 

Block, Louis; Spanier, David H.; and Berberich, John V., Jr. Adequate Finan- 
cial Support for Hospital Maintenance and Operation. Public Health Service 
Pub. No. 76. Washington: U. S. Government Printing Office, 1951. 27 pp. 

“To a marked degree the ultimate success of any new hospital program will 
depend upon the thoroughness and accuracy of estimates made concerning 
future operating costs and hospital income.” An analysis of how some com- 
munities plan to assure adequate support. Data showing variations in hos- 
pital income and costs depending on type, size, and location. Suggestions for 
preparing an operating estimate of costs. 

Bluestone, E. M. Hospital and Home Care Combine to Close the Gap Between 
the Practice of Medicine and the Social Sciences. Modern Hospital 77: 61-64, 
December 1951. 

An integrated intramural and extramural hospital service suggested as means 
of reducing hospital cost and improving quality of care. 

Brewster, Agnes W. Independent Plans Providing Medical Care and Hospital- 
ization Insurance in 1949 in the United States; 1950 Survey. Social Security 
Administration, Division of Research and Statistics, Bureau memorandum 
No. 72. Washington: U. S. Government Printing Office, 1952. 122 pp. 

Reports coverage, types of benefits, types of sponsorship, and finances of 
251 prepayment plans which are not affiliated with Blue Cross plans, commer- 
cial insurance companies selling accident and health insurance, or Blue Shield 
plans 

Burgoyne, J. Albert. Major Medical Expense. Best’s Insurance News 53: 21, 
42-45, February 1953. 

Discusses some of the fundamental problems facing an insurance company 
in providing insurance against major medical expense (catastrophic illness) 
and describes the provisions of one company’s policy. 

Campbell, Rita Ricardo, and Campbell, W. Glenn. Compulsory Health Insurance; 
the Economic Issues. Quarterly Journal Economics 66: 1-24, February 1952. 

An analysis of the case for compulsory health insurance and against it with 
the conclusion that compulsory health insurance should not be adopted in the 
United States. 

Campbell, Rita Ricardo, and Campbell, W. Glenn. Reply to Comments on The 
Economic Issues of Compulsory Health Insurance. Quarterly Journal Eco- 
nomics 67: 125-135, February 1953. 
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A reply to criticisms by Falk and Netzer of an article by the Campbells, 
reiterating their view that compulsory health insurance should not be adopted 
in the United States. 

Campbell, W. Glenn. The Economics of Social Security and the Theory of 
Government Finance. Nat:onal Tax Journal 4: 167-179, June 1951. 

Establishes the fact that a comprehensive social security program cannot 
be financed by means of “ability-to-pay” taxation but must be financed by taxes 
on the beneficiaries. 

[Canada] Dominion Bureau of Statistics and Department of National Health 
and Welfare. Canadian Sickness Survey 1950-51; Family Expenditures for 
Health Services. Special Compilations, Nos. 1, 2, 3, and 4. Ottawa: The 
Bureau, 1953 and 1954. [102 pp]. 

Contains preliminary tabulations of family expenditures for health care 
and services based on data collected during a 12-month period. The first 
three publications gives estimates by size of family unit, income group, and 
expenditure group for Canada as a whole. The fourth shows similar data 
subdivided into 6 regions—4 single provinces and 2 groups of 3 provinces each. 

Cherkasky, Martin. The General Hospital Is the Place for the Care of the 
Chronically Lil. Modern Hospital 79: 98-102, July 1952. 

Discusses the importance of medical social service, occupational and recrea- 
tional therapy, rehabilitation services, home care programs, and other facilities 
that are needed by the general hospital in caring for the chronically ill. 

Christensen, Aaron W.; Flook, Evelyn; and Druzina, Georgie B. Distribution 
of Health Services in the Structure of State Government, 1950. Part three: 
Personal Health Services Provided by State Government. Public Health 
Service Pub. No. 184. Washington: U. S. Government Printing Office, 1953. 
277 pp. 

Analyzes the efforts of official State agencies participating in specific pro- 
grams, the content of the programs, the manner of participation, and the 
approximate expenditures. The programs discussed are: communicable dis- 
ease control services, chronic disease control services, mental health services, 
maternity and child health services, dental public health services, medical 
services for general illnesses and disabilities, and other miscellaneous services. 

Clark, Dean A., and Hapney, Cozette. Group Practice. /n Medical Care for 
Americans. Annals American Academy Political and Social Science 273: 43 
52, January 1951. 

Reasons for development of group practice, advantages, experience, and 
problems, 

Cohen, Wilbur J. Pensions and Welfare Funds Under Wage Stabilization. Jn 
Proceedings of the New York University Fourth Annual Conference on Labor. 
(Emanuel Stein, editor). New York: The University, 1951. pp. 139-162, 

Basic objectives of a national policy on pension and welfare plans in respect 
to wage stabilization. 

Commission on Chronic Illness. Steps Toward Prevention of Chronie Disease. 
Raleigh, N. C.: Health Publications Institute, Inc., 1952. 31 pp. 

A brief and nontechnical summary of the discussions, conclusions, and recom- 
mendations of a National Conference held March 12-14, 1951, sponsored by the 
Commission, the Public Health Service, and the National Health Council, to 
explore the possibilities for action, through prevention and early detection 
and screening, as a basic approach to the chronic disease problem. The con- 
clusions stress the direction of needed developments in medical and social 
research, medical practice, professional education and training, community 
organization, and education of the public. 

Commission on Financing of Hospital Care. Financing Hospital Care in the 
United States; Recommendations. The Commission, January 1954. 56 pp 

This is a summary report containing the Commission’s recommendations, 
the principles on which the recommendations are based, and the highlights of 
the Commission’s three study reports. During the spring and summer of 1954, 
three reports will be published. Factors Affecting the Costs of Hospital Care ; 
Prepayment and the Community; and Financing Hospital Care for Non-Wage 
and Low-Income Groups. 

Commission on Hospital Care. Hospital Care in the United States. New York: 
The Commonwealth Fund, 1947. 631 pp. 

Presents the conclusions and recommendations of an intensive 2-year survey 
of general hospitals. Analyzes the factors influencing the size, use, and need 
for hospital facilities. Discusses the need for expansion of hospitals and the 
financing of hospitals. 
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Cooley, George W. The Potentialities of Voluntary Health Insurance. 
American Medical Association 151: 1024-1027, March 21, 1953. 
Reviews insurance principles and their relation to voluntary health insur- 
ance. Discusses the development and availability of voluntary health insur- 
ance, the services generally accepted as insurable, and special medical cost 
programs, such as those for long-term illnesses. 
Corwin, BE. H. L., editor, Ecology of Health. The New York Academy of Medicine 


Institute on Public Health, 1947. New York: The Commonwealth Fund, 1949 
196 pp. 


Journal 
































Records the contributions of many persons to an institute on public health 
which was part of the Centennial Celebration of the New York Academy of 
Medicine. This is not a presentation of the proceedings of the Institute in 
their original form but composites of the presentations, discussions, and com- 
ments at the meeting. It serves as a point of departure for the next century's 
progress in public health. 

Crain, Rufus B. Management of the Older Employee With Medical Problems 
Archives Industrial Hygiene and Occupational Medicine, 5: 71-81, January 
1952. 

Describes one industrial company’s procedures of selective placement, acci- 
dent and sickness rates, handling of nutritional, personality, and cardiovascular 
problems, and retirement policy for workers 40 years of age or older. 

Cronin, John W.; Odoroff, Maurice E.; and Abbe, Leslie Morgan. Hospital 
Beds in the United States in 1953. Public Health Reports 68: 425-433, April 
1953. 

Data from State Plans for Hospital Construction submitted under the Hill- 
Burton Act. Data by States and regions on civilian hospital beds and add 
tional beds needed. 

Crosby, Edwin L.; West. Margaret D.; and Barclay, Robert W. 
of Hospital House Staffs. Hospitals 26: 63-68, December 1952. 

Presents results of surveys of interns and residents at civilian hospitals 
during the 1950-51 and 1951-52 training years. These surveys were made by 
the Health Resources Advisory Committee of the Office of Defense Mobilization 
in order to determine the effect of Public Law 779. 

Daily, Edwin F. Administrative Methods to Enhance the Quality of Medical 
Care Under the Health Insurance Plan of Greater New York. American 
Journal Public Health 48 : 294-298, March 1953. 

Describes briefly six of the most important methods used by HIP to set 
standards and promote good medical care. These six points are: Group 
practice; medical group centers; qualifications of physicians; method of pay- 
ment for medical care; subscriber relations; and studies of the quality of 
medical care. 

Davis, Irving. Is Catastrophe Medical the Answer? The Spectator 160: 12-23, 
February 1952. 
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Compares several insurance plans designed to cover major medical expense. 
Suggests ways by which such insurance could be made available to low-income 
groups. 

Davis, Irving. You and Your Family— 
Spectator 160: 16-18, June 1952. 

Highlights of an educational seminar on problems of writing hospital in- 
surance, held by The Bureau of Accident and Health Underwriters. Brief 
discussion of experiments being carried out with insurance for major medical 
expense. 

Davis, Michael M. Keeping Income Abreast of Experience. Modern Hospital 
76: 86-89, June 1951. 


Points out that stable hospital finance depends on contributory insurance, 
widespread and nonprofit. 

Deardorff, Neva R., and Clark, Dean A. Medical Care and the Family Budget. 
Social Service Review 23: 1-14, March 1949. 

Discusses the problem of providing good medical care for city families of 
moderate means or less. Also discusses the private practice of medicine, medi- 
cal charity as the keystone in the arch of medical economics, and family 
budgeting for medical care. Lists and discusses seven criteria for prepaid 
medical care. Describes four types of medical care plans. Gives a brief dis- 
scription of the Health Insurance Plan of Greater New York. 

Dewhurst, J. Frederick, and associates. America’s Needs and Resources. New 
York: The Twentieth Century Fund, 1947. 812 pp. (revised edition to be 
published in 1954 or 1955). 
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Chapter 11 presents data on health personnel and facilities, the state of 
the Nation’s health, medical care expenditures in relation to income, estimated 
future expenditures for medical care, and standards and cost of adequate care. 

Dickinson, Frank G. Building Health by Commission; also Appendix. Jour 
nal American Medical Association 151: 1082-1039, March 21, 1953; and 1225 
1226, April 4, 1953. 

Criticism of the report of the President's Commission on the Health Needs 
of the Nation. 

Dickinson, Frank G. Medical Care Insurance: Lessons From Voluntary and 
Compulsory Plans; Methods and Rates of Payment. American Journal Public 
Health 41: 560-566, May 1951. 

Discusses the pattern of voluntary insurance which has evolved in this 
country to meet the costs of illness and the types of benefits which should 
receive consideration in the future. 

Dickinson, Frank G. The Medical Care Team. Jn Medical Care for Americans 
Annals American Academy Political and Social Science 273: 25-33, January 
1951. 

Today provision of medical care depends not on just the physician but on 
many different types of personnel. Suggests goals in improving health status 
which are possible within the next 10 years 

Dickinson, Frank G. Old and New Base Periods for Medical Care Price Indexes 
Journal American Medical Association 152 : 1365-1368, August 1, 1953 

The Bureau of Medical Economic Research of the American Medical Asso 
ciation publishes annual summaries of the Consumer's Price Index and the 
medical care portions of it. This article discusses the effect of the 1953 
revision of the Index. 

Donahue, Wilma, editor. Rehabilitation of the Older Worker Ann Arbor, 
Michigan: University of Michigan Press, 1953. 200 pp. 

Summarizes the proceedings of the University of Michigan's Fourth Annual 
Conference on Aging, the theme of which was Rehabilitation of the Handi 
capped Worker Over Forty. 

Draper, Warren F. United Mine Workers of America Welfare and Retirement 
Fund Medical Care Program. American Journal Public Health 48: 7457-762, 
June 1958. 

Brief description of how program operates, discussion of hospital and physi 
cian services provided during the first 32 months of operation, and account of 
plans for construction of hospitals. 

Drucker, Peter F. The Medical Insurance We Need Most. Harper's Magazine 
206 : 51-56, May 1953. 

Reviews present insurance protection against hospital and medical care ex 
penses and the gaps and weaknesses in present patterns of protection: de 
scribes the major characteristics of “catastrophic illness insurance”; suggests 
possible ways of adapting such insurance to special population groups; points 
out some of the problems and proposes that the Federal Government guaran 
tee against losses to Blue Cross plans and insurance companies that are willing 
to write this type of insurance. The author concludes that “catastrophic ill 
ness insurance” is the most promising approach to the problem of providing 
adequate medical care for everybody without “making the government the mas 
ter of the Nation’s health and of the medical profession.” 

Dublin, Thomas A.; Clark, Dean A.; Kaiser, Albert D.; and Dailey, Edwin F. 
Improving the Quality of Medical Care—A Symposium. American Journal 
Public Health 39 : 314-339, March 1949. 

The subjects discussed in these papers are: the training of personnel ; group 
medical practice; regionalization of hospitals; and sound principles of admin 
istration. 

Dunham, Charles L. Industrial Science and Community Health. Jn Industrial 
Science; Present and Future. Washington: American Association for the 
Advancement of Science, 1952. pp. 125-131. 

Describes some of the hazards to workers and the communities in which 
they live resulting from modern industrial processes. “Industry, both man- 
agement and labor, through the various medical service plans now available 
is already exerting an influence on community health.” 

Earle, Valerie A. Current State Practices With Regard to Hospitalization 
of Indigent Patients. Public Welfare 10: 49-52, April 1952. 

Mentions methods in use by a limited number of State governments for 
paying for the hospitalization of indigent patients. Gives the pros and 
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cons of three common formulas—fiat rate, regular charge, and reimbursable 
cost. 

Eisenhower, Dwight D. Health of the American People. Message from The 
President of the United States Transmitting Recommendations to Improve 
the Health of the American People. House of Representatives, 88d Congress, 
2d Session. Document No. 298, January 18, 1954. 7 pp. 

Specific recommendations presented on: the continuation of present Fed- 
eral programs; meeting the cost of medical care through voluntary health 
insurance, with a limited Federal reinsurance service to encourage insurance 
organizations to offer broader health protection; new grant-in-aid approach ; 
rehabilitation of the disabled; and construction of medical-care facilities. 

Emerson, Haven. Essential Local Public Health Services. Jn Medical Care 
for Americans. Annals American Academy Political and Social Science 
273 : 19-24, January 1951. 

Describes the basic functions of a local health department, points out that 
large areas of the country are without such services, and discusses the 
possibilities of making local public health services available to all the 
population. 

Ewing, Oscar. The Nation’s Health—A Ten-Year Program: a Report to the 
President by the Federal Security Administrator. Federal Security Agency, 
Washington: U. S. Government Printing Office, 1948. 186 pp. 

The Nation’s health resources and health needs are reviewed. A program 
to improve the health status is outlined in terms of medical manpower, hos 
pital facilities, health insurance, mental health, chronic disease, rehabili- 
tation of the handicapped, child health, community action, and local health 
units. 

Falk, I. S., and Brewster, Agnes W. Hospitalization Insurance and Hospital 
Utilization Among Aged Persons: March 1952 Survey. Social Security Bulle- 
tin 15: 3-13, November 1952. 

A special survey made in connection with the Current Population Survey 
of the Bureau of the Census. Data were collected on the amount of hospital 
insurance held, the amount of hospital care received, and the methods of 
meeting hospital bills by noninstitutionalized persons aged 65 years and over. 

Falk, I. S., and Netzer, D. Two Comments on the Economic Issues of Compulsory 
Health Insurance. Quarterly Journal Economics 66: 572-591. November 1952. 

Criticisms of the article by Campbell and Campbell in the February 1952 
issue of the same journal. 

Farman, Carl H., and Hale, Veronica Marren. Social Security Legislation 
Throughout the World. Federal Security Agency, Social Security Administra- 
tion, Division of Research and Statistics. Bureau Report No. 16. Washing- 
ton: U. 8S. Government Printing Office, 1949. 176 pp. [and 3 processed supple- 
ments. ] 

Information summarized in tabular form about social security programs in 
other countries. Included are programs of social insurance, social assistance 
to the needy, and medical care and income maintenance programs. 

Frothingham, Channing; Willcox, Alanson W.; Holman, Edwin J.; Cooley, 
George W.; Hansen, Horace R.; and Moss, John. A Symposium on Laws Relat- 
ing to Health Insnrance Plans and Public Health. Iowa Law Review 35: 164- 
250, Winter 1950. 

The subjects discussed in these papers are: the need for national health 
insurance; the nature, scope, and constitutionality of proposed Federal com- 
pulsory health insurance; voluntary health insurance in the United States; 
laws affecting group health plans; and the British national health, welfare, 
and insurance services. 

Furstenberg, Frank F.; Toback, Matthew; Goldberg, Harry; and Davis, J. Wil- 
frid. Prescribing, an Index to Quality of Medical Care: A Study of the Balti- 
more City Medical Care Program, American Journal Public Health 48 : 1299- 
1309, October 1953. 

A report of conclusions in regard to quality of medical care based on a study 
of the prescribing of drugs. 

Gagliardo, Domenico. American Social Insurance. New York: Harper & Broth- 
ers, 1949. 671 pp. 

Chapters 17-22 discuss the problem of illness and disability, proposed Fed- 
eral health insurance plans, arguments for and against compulsory health 
insurance, hospital service plans, prepaid medical care plans, and cash sickness 
benefit plans. 
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Galdston, Iago, editor. The Epidemiology of Health. A New York Acadamy 
of Medicine Book. New York: Health Education Council, 1953. 197 pp. 

Offers practical suggestions on how the objective of health in the mass can 
be effectively achieved. Thirteen authors present different aspects of the 
subject. 

Garrett, James F., editor. Psychological Aspects of Physical Disability. Re- 
habilitation Service Series No. 210. Washington: U. S. Government Printing 
Office, 1952. 195 pp. 

Eighteen authors discuss in fourteen chapters, the psychological problems 
connected with different types of disability. 

Ginzberg, Eli. Perspective on the Economics of Medical Care. In Papers and 
Proceedings of 63d Annual Meeting of the American Economic Association, 
1950. American Economic Review 41: 617-625, May 1951. 

Points out the dangers that overemphasis on curative medicine at the ex- 
pense of preventive services has on the allocation of resources. Emphasizes 
the necessity of keeping in mind the cultural, social, and economic patterns 
of life in planning better health services. 

Goldmann, Franz. Fifty Years of Medical Progress; Medicine as a Social In- 
strument: Organization of Medical Care. New England Journal Medicine 
244 : 363-370, March 8, 1951. 

At the beginning of the second half of the twentieth century, “the power of 
science seemed to have no known limits, medicine as a science and art had more 
to offer than ever before and social organization of medical care was an im- 
portant object of public policy in every civilized country.” 

Goldmann, Franz. Major Areas of Achievement and Deficiency. Jn Papers and 
Proceedings of 63d Annual Meeting of the American Economic Association, 
1950. American Economic Review 41: 626-632, May 1951. 

Compares in general terms public medical care (such as that provided for 
veterans) ; voluntary medical care insurance (Blue Cross) ; and social insur- 
ance (Workmen’s Compensation). 

Goldmann, Franz. Methods of Payment for Physicians’ Services in Medical 
Care Programs. American Journal Public Health 42:1384-141, February 
1952. 

Discussion of the advantages and disadvantages of the three basic methods 
(fee-for-service, flat-rate, salary) of paying physicians for service under or- 
ganized programs of medical care. 

Goldmann, Franz, M. D. Public Medical Care—Principles and Problems. New 
York: Columbia University Press, 1945. 226 pp. 

Reviews and analyzes the history and development of health services sup- 
ported by taxation and administered by government agencies, Discusses the 
problem of planning for health facilities, organization of professional serv- 
ices, payment for facilities and services, and administration of medical care. 

Goodman, Neville M International Health Organizations and Their Work 
Philadelphia: The Blakiston Company,1952. 3827 pp. 

A survey of the attempts of governments to reach agreement on a variety of 
health programs of mutual concern and of the organizations that have been set 
up to achieve this, from the first quarantine meetings in 1851 to the Third 
World Health Assembly in 1950. 

Gregg, Alan; Baehr, George; and Rorem, C. Rufus. Benefits of Group Practice; 
the Kingsley Roberts Memorial Lectures, 1948. New York: Medical Admin- 
istration Service, May 1949. 40 pp. 

Includes three papers: Group practice and medical education; the role of 
medical group practice in the changing order; and economic aspects of medi- 
eal group practice. Discusses group practice as a logical outgrowth of current 
methods of medical education—certain features of the full-time clinical de 
partment being almost identical with those of group practice. 

Greve, Clifford H., and Campbell, Josephine R. Public Health Personnel, Facili- 
ties, and Services in Local Areas. Public Health Service Pub. No. 278, Wash- 
ington: U. 8. Department of Health, Education, and Welfare, 1953. 74 pp. 
Proce ssed. 

An analysis of information submitted annually to the Public Health Service. 
Data are as of December 31, 1951 and cover 1,268 health organizations pro- 
viding full-time local health services in 47 States and the District of Columbia 

Group Medical Practice and Clinics: Some Organizational Problems. Stanford 
Law Review 4: 401-414, April 1952. 

Data from a survey of private pay clinics in California concerning legal 
problems of organization peculiar to the practice of medicine. 
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Guidotti, Frank P. First Medical Care Program in the Hotel Industry. Amer- 
ican Journal Public Health 43 : 1030-1035, August 1953. 

Describes an industry-wide commercial and self-insurance program for 
hotel employees established March 1, 1945, including data on the administra- 
tion of and the services provided by a health center operated by the program. 

Haldeman, Jack C.; Cheney, Bess A.; and Flook, Evelyn. Staffing of State and 
Local Health Departments, 1951. Public Health Monograph No. 13 (Public 
Health Service Publication No. 279). Washington: U. S. Government Printing 
Office, 1953. 54 pp. 

Information collected for the Health Resources Advisory Committee of the 
Office of Defense Mobilization. Data on budgeted and vacant positions in State 
and local health departments. 

Hansen, Horace R. Laws Affecting Group Health Plans. Jn A Symposium on 
Laws Relating to Health Insurance Plans and Public Health. Iowa Law 
Review 35 : 209-326, Winter 1950. 

Gives reasons for attempts of medical profession at obtaining state legisla- 
tion restricting control of all phases of medical service plans to the profes- 
sion. Discusses corporate practice rule, restrictive legislation, and professional 
restraints as they affect medical service plans. 

Hanson, Stanwood L. Disabled Men Work Again. American Journal Public 
Health 42 : 787-790, July 1952. 

Describes the program of a commercial insurance company for the rehabili- 
tation of seriously injured or handicapped workers including the services pro- 
vided at two rehabilitation centers maintained by the company. 

Harris, Seymour E. The British Health Experiment: The First, Two Years of 
the National Health Service. Jn Papers and Proceeding of the 63d Annual 
Meeting of the American Economic Association, 1950. American Economic 
Review 41 : 652-666, May 1951. 

Discusses those aspects of the British Health Service Program upon which 
an economist can throw some light—such as, costs, distribution, wastage, and 
modification of consumption pattern. 

Hawley, Paul R., Economics of Medical Care—The Proper American Solution to 
the Problem. Vital Speeches of the Day 15: 420-425, May 1, 1949. 

Discusses the Federal Security Administrator's Report to the President, The 
Nation's Health (see Ewing, above), the quality of medical care under the 
British system, improved death rates in our lowest income States, the cost 
of compulsory health insurance, and the need for supporting voluntary in- 
surance 

Hawley, Paul R. Fifty Years of Medical Progress ; Medicine as a Social Instru- 
ment: the Hospital and the Community. New England Journal Medicine 
244: 256-259, February 15, 1951. 

Discusses the reasons for the increased demand for hospitals and stresses 
the need for community support of voluntary hospitals if Government control 
is to be prevented. 

Health Information Foundation. National Consumer Survey of Medical Costs 
and Voluntary Health Insurance. Summary Reports Nos. 1, 2, 3, and 4. 
New York: The Foundation, 1954. [84pp]}. 

Provides for the first time in 20 years a comprehensive, nation-wide picture 
of medical costs actually incurred by families. The findings are based on field 
work conducted during July 1953 covering the prior 12 months. 

Health Insurance Council. Annual Survey; Accident and Health Coverage in 
the United States as of December 31, 1952. [New York] The Council, Septem 
ber 1953. 31pp. 

Gives the number of persons covered by hospital, surgical, and medical 
expense insurance. Describes very briefly, major medical expense insurance 
of the insurance companies. Also includes data on the number of persons 
protected against loss of income due to injury or illness. 

Henderson, Elmer L. Here’s Health—The Voluntary Way. Reader’s Digest 
56 : 48-49, May 1950. 

Indicates what has been done and what is being done to expand and improve 
voluntary hospital and medical care plans. Describes what is being done in 
several rural areas to solve their problems. Points out the disadvantages of 
compulsory health insurance. 

Hillman, C. C. Part-Pay Hospitalization Plan for Low-Income Patients. Hos- 
pitals 25: 59-61, September 1951. 

A description of a plan devised by the Jackson Memorial Hospital in Miami, 
Florida, under which patients who are not able to pay full cost of private care 
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can have medical care at reduced rates and low-cost hospitalization, partially 
at the taxpayers’ expense. 

Hirschfeld, Gerhard. Planning Better Coverage for Prolonged-Illness. The 
Spectator 161: 10-16, 71, February 1953. 

Describes study of prolonged illness among employed persons being carried 
on by Research Council for Economic Security. Presents some preliminary 
data on number of work days lost and most frequent disabilities in different 
age groups. 

Hobby, Oveta Culp. American Medicine in a Changing Society. Public Health 
Reports 68: 756-759, August 1953. 

Condensation of address given by the Secretary of Health, Education, and 
Welfare before the House of Delegates of the American Medical Association 
on June 1, 1953. 

Hobby, Oveta Culp. A Symbol of Our National Concern for the Health of Our 
People. Public Health Reports 68: 904-906, September 1953. 

Address of the Secretary of Health, Education, and Welfare at the dedica- 
tion of the Public Health Service Clinical Center, July 2, 1953. The purpose 
of the Center is to coordinate laboratory research and clinical studies in order 
to hasten the conquest of disease and to contribute to the general welfare of 
the Nation. 

Hoge, V. M. Hospitals and Public Health Centers. In Medical Care for Amer- 
icans. Jn Annals American Academy Political and Social Science 273: 3442, 
January 1951. 

Describes the background of the Hospital Survey and Construction Act 
(Hill-Burton), the accomplishments of the program, and future hospital needs. 

Hohaus, Reinhard A. Catastrophic Illness: Existing Insurance Plans and Pro- 
grams. American Economic Security 8: 13-20, September-October 1951. 

Discusses need for different patterns of insurance against disabilities that 
involve substantial medical costs and describes existing plans, 

Hollingsworth, Helen; Johnston, Helen L.; and Baney, Anna Mae. Health Pro- 
grams Digest; An Outline of Selected Plans, Programs, and Proposals in the 
United States. Public Health Service Pub. No. 191. Washington: Public 
Health Service, 1952. 146 pp. Processed. 

“Systematic presentation for convenient reference of facts about some of the 
health and medical care programs and proposals currently of leading importance 
and interest.”” Based on information published prior to December 31, 1951. A 
reference list of 130 titles. 

Hunt, G. Halsey, and Goldstein, Marcus S. Medical Group Practice in the United 
States; a Summary of Recent Published Material and Supplementary Un- 
published Data on Fees and Volume of Work. Federal Security Agency, Public 
Health Service Pub. No. 77. Washington: U. 8S. Government Printing Office, 
1951. 70 pp. 

A summary of eight published reports on the medical group practice survey 
in 1946-48, conducted by the Public Health Service with the cooperation of 
medical groups. The material of the separate studies is reorganized and pre 
sented under the following headings: Development of Group Practice, Group 
Personnel and Organization, Group Administration and Assets, Income, Pre- 
payment Plans, Fees in Medical Groups, Volume of Work, and Vital Statistics 
of Group Practice. Also included are previously unpublished data on the dis- 
tribution of medical groups by county type (metropolitan, adjacent to metro- 
politan, isolated semirural, and isolated rural); on overhead costs of group 
practice; on comparison of group practice fees with those in individual prac- 
tice; on volume of work; and on methods of sharing group income. 

Huntington, Emily H. Cost of Medical Care; the Expenditures for Medical 
Care of 455 Families in the San Francisco Bay Area, 1947-48. Issued under 
the auspices of the Heller Committee for Research in Socioeconomics, Univer- 
sity of California. Berkeley and Los Angeles, University of California Press, 
1951. 146 pp. 

Gives data on percent of family income spent for medical care; total family 
expenditures for medical care according to per capita income, size of family ; 
expenditures for specific types of medical service (such as physicians, drugs, 
hospitals, x-ray and other tests, refractions and glasses, nursing); and ex- 
penditure for certain types of illnesses and for dental care. 
hnston, Helen L. Rural Health Cooperatives. Joint Publication of Coopera- 
tive Research and Service Division, U. S. Farm Credit Administration, and 
Division of Medical and Hospital Resources, U. 8. Public Health Service, 1950 
v3 pp. 
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Based chiefly on experience of 48 of the 101 rural health cooperatives of 
record up to mid-1949. Brings together facts about achievements and problems 
reported by associations in carrying out their plans for making health services 
more readily available to their members and others in their community. 

Kerr, Lorin E. The Miners Have an Alternative to Socialized Medical and 
Hospital Care. Hospitals 25: 37-40, January 1951. 

Describes the establishment, in July 1950, of the United Mine Workers of 
America Welfare and Retirement Fund and the policies of its administration. 
Kessler, Henry H. Rehabilitation of the Physically Handicapped. Revised 

edition. New York: Columbia University Press, 1953. 275 pp. 

Rehabilitation discussed as “a creative process in which the remaining physi 
eal and mental capacities of the physicially handicapped are utilized and 
developed to their highest efficiency.” 

Kingsley, J. Donald. National Health Insurance; The Legislative Program 
Vital Speeches of the Day 15: 292-295, March 1, 1949. 

Outlines the long-range legislative health program based on the recom 
mendations in the Federal Security Administrator’s Report to the President, 
The Nation’s Health (see Ewing, above). Cites the need for and the objectives 
of a national health insurance program and describes the main features of such 
a program 

Klarman, Herbert E. Economic Problems of the Voluntary General Hospital 
Hospitals 26: 6-59, October 1952. 

The problems considered are: hospital finances, consumer payments, facil 
ities, personnel, programs and services, and mobilization role. 

Klarman, Herbert E. Requirements for Physicians. Jn Papers and Proceedings 
of 68d Annual Meeting of the American Economic Association, 1950. Ameri 
can Economie Review 41: 633-645, May 1951. 

Discusses various methods that have been used for determining the numbe: 
and kinds of physicians needed. 

Klem, Margaret C. Voluntary Medical Care Insurance. In Medical Care for 
Americans. Annals American Academy Political and Social Science. 273: 
99-105, January 1951. 

General description of type and extent of voluntary insurance programs 
nursing and dental services provided; relation with industrial plans. 

Klem, Margaret C. Voluntary Medical Care Insurance. In Medical Care for 
and Medical Programs. Public Health Service Pub. No. 329. Washington: 
U. S. Government Printing Office, 1954. 

Brief summary of the historical development of medical care programs 
developed by management or workers, separately or together. Gives detailed 
information on costs, services provided, members served, and administration 
of 10 management and union health centers. 

Klem, Margaret C., and McKiever, Margaret F. Small Plant Health and Medical 
Programs. Public Health Service Pub. No. 215. Washington: U. S. Govern 
ment Printing Office, 1952. 213 pp. 

Discusses the type and extent of programs now existing in small plants 
and the cost and values of such programs. Includes detailed descriptions of 
several small-plant programs and an extensive list of references. 

Klem, Margaret C.; MeKiever, Margaret F.; and Lear, Walter J. Industrial 
Health and Medical Programs. Public Health Service Pub. No. 15. Wash- 
ington: U. S. Government Printing Office, 1950. 397 pp. 

A source book of information on the development of health programs for 
workers; on the types and extent of services available to them; and on per- 
sonnel, facilities, and costs of the services. 

Klicka, Karl 8S. Does Medical Practice Affect Hospital Costs? Hospitals 26: 
62-64, November 1952. 

Comparison of data on “charge per day” and “cost per illness” from 1940 
to 1951 with the conclusion by the author that although merical practice has 
increased daily costs, it has, at the same time reduced the length of hospital 
stay with the result that “the cost of illness today is little more than it was 
in 1940.” 

Knott, Leslie W.; Pennell, Maryland Y.; Smith, Lucille M.; and Wadman, Ruth. 
Health Manpower Source Book; Section 3, Medical Social Workers. Public 
Health Service Pub. No. 263. Washington: U. S. Government Printing Office, 
1953. 78 pp. Processed. 

A compilation of data on the number, distribution, employment, educational 
and experience background, and personal characteristics of medical social 
workers. 
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Kulp, Clarence A. Voluntary and Compulsory Medical Care Insurance. In 
Papers and Proceedings of 63d. Annual Meeting of the American Economic 
Association, 1950. American Economic Review 41: 667-675, May 1951. 

Discussion of “the soundest place to draw the line between the province 
of compulsory and voluntary benefit programs and the soundest way to co 
ordinate the two - 

Leavell, Hugh R. The Basic Unity of Private Practice and Public Health. 
American Journal Public Health 43: 1501-1506, December 1953 

Emphasizes the common goals of the practicing physician and the public 
health team founded on the biological nature of disease. Discusses five 
“levels of prevention’: Promotion of health; specific protection; early diag- 
nosis and prompt treatment; limitation of disability and rehabilitation. 

Leavell, Hugh R. Contributions of the Social Sciences to the Solution et Health 
Problems. New England Journal Medicine 247: SS85—-S97, December 4, 1952. 

Points out need for closer integration of social and medical sciences and 
suggests the kinds of help medicine can get from the social sciences. Includes 
an extensive list of references. 

Lembcke, Paul A. Measuring the Quality of Medical Care Through Vital Statis 
tics Based on Hospital Service Areas: I. Compuarativ Study of Appendectomy 
Rates. American Journal of Public Health 42: 276-286, March 1952. 

Data primarily from 11 counties in western New York State served by the 
Rochester Regional Hospital Council—a voluntary organization. Hospital 
service areas served principally by one or more hospitals used to Compare ap- 
pendectomy rates and appendicitis death rates. Study made in 1949. 

Liebenson, Herbert. The Health Programs of Labor Unions. American Eco 
nomic Security 9: 15-22, December 1952. 

Describes three types of health programs: Commercially insured, partially 
self-insured, and totally self-insured with illustrations of each type. 

Livingston, Helen E. National Health Insurance. Public Affairs Bulletin No. 85 
Washington: The Library of Congress, Legislative Reference Service, June 
1950. 7S pp. 

Presents data on the costs of medical care and health insurance Lists state- 
ments on the status of the Nation’s health from the Federal Security Adminis 
trator’s Report to the President, The Nation’s Health (see Ewing, above), and 
their rebuttal by the Bureau of Medical Economics of the American Medical 
Association Gives major pro and con arguments and selected statements 
on compulsory vs. voluntary health insurance. 

Lorber, Benjamin. Major Medical Expense. Best’s Insurance News 53: 25-28, 
52-56, April 1953. 

Describes a plan for group insurance against major medical expenses. Dis- 
cusses the principles of a deductible factor and coinsurance. 

MecGibony, J. R., and Block, Louis. Better Patient Care Through Coordination. 
Public Health Reports 64: 1499-1527, November 25, 1949. 

Coordination of hospitals within regions is described under the following 
headings: the concept; the present situation; existing plans; the region; the 
regional council ; the program ; and the budget. 

McGilp, J. Alberta Works Out Another Alternative to Compulsory Insurance. 
Hospitals 25 : 62-68, February 1951, 

A description of the expansion of a noncompulsory hospitalization plan 
which began in 1918. 

McKittrick, Leland 8S. Medical Care for the American People—Is Compulsory 
Health Insurance the Solution? New England Journal Medicine 240: 998-1002, 
June 23, 1949. 

Discusses the need for compulsory health insurance, free choice of physician, 
cooperation, quality of care, and cost under compulsory health insurance. 
Favors keeping voluntary plans and retaining individual initiative. 

Makover, Henry B. The Quality of Medical Care; Methodology of Survey of 
the Medical Groups Associated with the Health Insurance Plan of New York. 
American Journal Public Health 41 : 824-882, July 1951. 

Describes methodology of studying clinical records to appraise quality of 
medical care. Discussion of advantages and limitations of method and of 
results 

Means, James Howard. Doctors, People, and Government. Boston: Little 
Brown and Company, 1953. 206 pp. 

Analyzes the problems of medical care and describes the role of the medical 
school, hospital, physician, and organized medicine. 
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Mental Health in the United States. Annals American Academy Political and 
Social Science. 286: 1-254, March 1953. 

Nineteen papers covering extent and types of mental health problems, re- 
sources for service, and community goals. Edited by Dr. Robert G. Dysinger, 
National Institute of Mental Health. 

Meriam, Lewis, and Schlotterbeck, Karl. The Cost of Financing of Social 
Security: Washington: The Brookings Institution, 1950. 193 pp. 

Under cost factors of compulsory health insurance (Chapter 3) are discussed 
the influence of insurance, methods of compensating practitioners, administra- 
tive cost, and the transfer of costs to other appropriations. Federal grants- 
in-aid to the States for the indigent and medically indigent are also discussed. 

Merrill, A. P. A Plan of Action in the Campaign Against Chronic Disease. 
Modern Hospital 79: 100-106, September 1952. 

Makes 21 recommendations for community organization and action to bring 
better care to the chronically ill. 

Meyer, Agnes. A National Health Program—What the Public Expects, and 
How to Organize It. American Journal Public Health 39: 308-813, March 1949. 

Advocates the formation of State and local citizens’ councils as the first 
step toward planning for health, total coverage of the population by local 
health units, a preventive health program, regionalization of hospital care, 
and the consolidation of voluntary health insurance plans under Blue Cross 
and Blue. Shield. 

Miller, Morton D. Voluntary Health Insurance on the National Scene; The Pro- 
gram of the Insurance Companies. American Journal Public Health 40: 1125 
1128, September 1950. 

Describes the development to date of the health insurance program of the 
companies writing group insurance. 

Mott, Frederick D., and Roemer, Milton I. Rural Health and Medical Care. 
New York: McGraw-Hill, 1948. 608 pp. 

Compares the health status of the rural population in the United States with 
that of the urban population. Presents data on medical services and expendi- 
tures and on the shortages of health personnel and health programs and 
governmental efforts to improve rural health. 

Mountin, Joseph W., and Flook, Evelyn. Guide to Health Organization in the 
United States, 1951. Public Health Service Pub. No. 196. Washington: U. 8. 
Government Printing Office, 1953. 104 pp. 

Brings together the salient functions of the many agencies providing health 
services, including the contributions of Federal, State, and local official and 
voluntary agencies and of private physicians, dentists, and nurses. 

Mountin, Joseph W.; Flook, Evelyn; and Minty. Edward E. Distribution of 
Health Services in the Structure of State Government, 1950. Part One: 
Administrative Provisions for State Health Services. Public Health Service 
Pub. No. 184. Washington: U. S. Government Printing Office, 1952. 64 pp. 

Describes organization, budgetary structure, and personnel, with charts and 
tables giving data for each State. Changes in activities since 1940 are 
indicated. 

Mountin, Joseph W.: Flook, Evelyn; and Mullins, Rubye F. Distribution of 
Health Services in the Structure of State Government, 1950. Part two: 
General Services and Construction of Facilities for State Health Programs. 
Public Health Service Pub. No. 184. Washington: U. S. Government Printing 
Office, 1952. 117 pp. 

Describes general technical services which contribute to several of the spe- 
cialized health programs and the hospital survey and construction programs 
of the several States. 

Murdock, Thomas P. Importance of Standardization of Nursing Homes. Jour- 
nal American Medical Association 153: 1442-1444, December 19, 1953. 

Advocates voluntary standardization of nursing homes, in the form of 
general guidance and advice, by the American Association of Nursing Homes. 
Offers some specific suggestions for improving patient car» 

Myrdal. Gunnar. Economic Aspects of Health. Chronicle of World Health 
Organization 6: 2038-218, August 1952. 

Presents the theory of cumulative social causation particularly as it affects 
the so-called “underdeveloped” countries. 

National Catholic Welfare Conference et al. A Voluntary Approach to a 
National Health Program. St. Louis: Catholic Hospital Association, March 
1949. 20 pp. 
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Presents recommendations and suggestions on how the Federal Government 
should aid in promoting health. On prepayment of costs of sickness recom- 
mends: (1) income tax deductions for health insurance premiums, (2) exten- 
sion of social security law to include disability due to sickness, (3) Federal 
funds to assist the States in providing health care for the lowest income 
brackets, (4) Federal funds to assist the States in establishing prepayment 
plans, Favors placing chief responsibility on voluntary associations and pri- 
vate initiative, but would include governmental financial support. 

National Health Assembly. America’s Health: A Report to the Nation. New 
York: Harper & Brothers, 1949. 395 pp. 

This official report of the National Health Assembly, which met in Wash- 
ington in May 1948, includes chapters on rural health and dental health, the 
Nation’s need for health and medical personnel, for hospital facilities, for local 
health units, and for medical care. 

National Institute of Mental Health, Public Health Service. Maintenance Ex 
penditures in Public Mental Hospitals in Relation to General Revenues of 
States. Public Health Reports 67 : 681-685, July 1952. 

Suggests that the measure of a State’s ability to pay for the cost of main 
taining public mental hospitals might more realistically be based on its general 
revenue than on the commonly used per capita income concept. Data given 
show the degree of correlation that exists between a State’s general revenues 
and the amount of money provided for care of the mentally ill. 

Norwood, William D., and Sachs, Ralph R. Community Health Planning; 
Study of “Atomic City” (Richland, Washington). Journal American Medical 
Association 154: 44-49, January 2, 1954. 

Describes the well-integrated program of public health, hospital and phy- 
sician services, industrial medicine, and voluntary health insurance which has 
been operating for 5 years in a city with 24,000 population. 

Pennell, Maryland Y., and Altenderfer, Marion E. Health Manpower Source 
Book; Section 1, Physicians, Preliminary. Public Health Service Pub. No 
263. Washington: U. 8S. Government Printing Office, 1952. 70 pp. Pro- 
cessed. 

A comprehensive compilation of data on the number, distribution, and char 
acteristics of physicians in the United States. 

Pink, Louis H. The Challenge to Voluntary Medicine. Hospitals 28: 72-73, Janu 
ary 1954. 

“Today’s challenge to voluntary medical plans is the provision of com- 
prehensive coverage and the high quality of service which the public expects.” 
Discusses role of Federal grants-in-aid in meeting increasing costs of good 
medical and hospital care. 

Pohlman, Kenneth E. Rehabilitation of the Severely Disabled: UMWA Wel- 
fare and Retirement Fund Experience. American Journal Public Health 
43 : 445-451, April 1953. 

Specific results obtained in the rehabilitation program for severely dis- 
abled mine workers. For those who were employed on June 30, 1952, data 
are presented on types of work, diagnosis, weekly wage, age, number of de- 
pendents, length of time employed, and length of time since discharge from 
special rehabilitation center. 

Potter, Ellen C. Improving and Maintaining Standards in Nursing Homes. 
Public Welfare 9: 145--147, June 1951. 

Discusses the type of staff needed by a State’s licensing authority and the 
supervisory functions of such staff members 

President’s Commission on the Health Needs of the Nation, Building Amer 
ica’s Health; a Report to the President. Volumes 1, 2, 3, 4,5. Washington: 
U. S. Government Printing Office, [1953]. [1583 pp.]. 

Volume 1, Findings and Recommendations; Volume 2, America’s Health 
Status, Needs, and Resources; Volume 3, America’s Health Status, Needs, 
and Resources; A Statistical Appendix; Volume 4, Financing a Health Pro 
gram for America; Volume 5, The People Speak—Excerpts From Regional 
Public Hearings on Health 

Public Affairs Committee. How Shall We Pay for Health Care? Publie Af- 
fairs Pamphlet No. 152. New York: The Committee, 1949. 32 pp. 

Includes The Why, What, and How of National Health Insurance, by Os 
car R. Ewing, and The Voluntary Way Is the American Way, by George F. 
Lull. 

Redkey, Henry. Rehabilitation Centers in the United States. Chicago: Na 
tional Society for Crippled Children and Adults, 1953. 128 pp. 
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Detailed descriptions of the programs in 40 rehabilitation centers, ranging 
from university teaching centers to small workshops, together with an overall 
view of the rehabilitation center as it has developed to date. 

Reed, Louis S., and Hollingsworth, Helen. How Many General Hospital Beds 
are Needed? A Reappraisal of Bed Needs in Relation to Population. Public 
Health Service Pub. No. 309. Washington: U. S. Government Printing Office, 
1953. 73 pp 

Reviews previous estimates of the number of hospital beds needed ; reviews 
present situation of the volume of hospital service used and the supply of 
hospital beds; and furnishes a new estimate of the volume of hospital service 
needed and the number of beds required to provide that service. 

Reed, Lowell J. Local Responsibility for World Health. American Journal Pub- 
lic Health 40: 1863-1367, November 1950. 

Points up need for stimulating interest and participation in the work of the 
World Health Organization. 

Kesearch Council for Economie Security. Economic Aspects of Prolonged Ill- 
ness; A Discussion by Industry, Labor, Medical and Community Representa- 
tives. Publication No. 89. Chicago: The Council, 1952. 44 pp. 

Panel discussions in a meeting on the economic aspects of illness and on 
the Council’s studies of the problem. Includes addresses by Dr. Paul R. Hawley, 
Senator Paul H. Douglas, and Gerhard Hirschfeld. 

Research Council for Economie Security. Our National Health Problem. Pub 
lication No. 87. Chicago: The Council, 1951. 26 pp. 

Presents the latest statistics available by States on factors which are perti- 
nent to the determination of the status of our national health. 

Roberts, Dean W. Public Medical Care: The Over-all Picture. In Medical Care 
for Americans. Annals American Academy Political and Social Sciences 
273: 69-75, January 1951. 

The role of government (Federal, State, local) in providing medical care is 
discussed under four general headings: Groups for whom government has 
assumed responsibility ; programs for prevention or treatment of specific types 
of illness; programs of general medical care for the needy ; programs affecting 
the health and medical care of the entire population. 

Roberts, Dean W. The Right Kind of Care for Long-Term Patients. Hospitals 
28: 81-82, January 1954. 

A brief account of the National Conference on Care of Long-Term Patient 
to be held in March 1954 under the auspices of the Commission on Chronic 
IlIness. States the problems and reasons for holding the conference and de- 
scribes its organization and scope. 

Roberts, Frangcon. The Cost of Health. London, Turnstile Press, 1952. 200 pp. 

Critical appraisal of Great Britain’s National Health Insurance and discus- 
sion of reasons for increases in costs. 

Roemer, Milton I. Rural Programs of Medical Care. In Medical Care for 
Americans. Annals American Academy Political and Social Science 273; 
160-168, January 1951. 

Describes some of the things that are being done to improve medical care 
in rural areas, such as: “programs to attract medical and allied personnel; 
programs to develop hospital and other facilities; programs to ease the 
financial support for medical services; and programs to improve the general 
quality of rural medical care.’ 

Roemer, Milton I.. and Simon, Nathan. The Impact of Organized Medical 
Services on the Population of a New England Town. American Journal 
Public Health 42 : 1283-1290, October 1952. 

Report of a study made in Milford, Connecticut to determine the degree to 
which organized medical service programs meet the total health needs of the 
population. 

Rorem, C. Rufus. Can Hospital Costs Be Controlled? American Economic 
Security 9: 19-24, May—June 1952. 

Offers several suggestions for controlling costs incurred within hospitals, 
and for stabilizing charges made to individuals and to groups, 

Rorem, C. Rufus. The Impact of Third-Party Payments on Hospital Economics. 
Hospitals 27: 49-52, January 1953. 

Discusses the effect on hospitals of the growing volume of hospital payments 
made by Blue Cross plans, commercial insurance companies, industrial plans, 
cooperatives, and government agencies on behalf of their subscribers, policy- 
holders, or beneficiaries. Discusses the items that are properly reimbursable 
in a contract to provide service on a cost basis. 
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Roth, F. Burns; Myers, Glyn W.; Mott, Frederick D.; and Rosenfeld, Leonard 8 
The Saskatchewan Experience in Payment for Hospital Care. American 
Journal Public Health 43: 752-756, June 1953. 

Points out some of the technics used in a compulsory province-wide hospital 
care insurance program which has been in operation since January 1, 1947 
Rothenberg, Robert E.: Pickard, Karl; and Rothenberg, Joel E. Group Medicine 
and Health Insurance in Action. New York: Crown Publishers, 1949. 275 pp 

Describes the history of group practice and health plans and reviews the 
operations of the Health Insurance Plan of Greater New York. 

hourke, Anthony J. J. Hospitals Today. Public Health Reports 67: 1157-1160, 
November 1952. 

Discusses present economic and administrative problems of hospitals and the 
need for planning for the future. 

Rusk, Howard A., and Taylor, Eugene. Living With a Disability. Garden City, 
N. Y.: The Blackiston Company, Inc., 1953. 207 pp 

Pictures, drawings, and descriptions of many of the devices which have been 
developed to help disabled persons care for themselves. Two study projects, the 
Self-Heip Device Research Project and the Disabled Homemakers’ Research 
Fund, were instrumental in making these devices known. 

Rusk, Howard A., and Taylor, Eugene J. Rehabilitation. Jn Medical Care for 
Americans. Annals American Academy Political and Social Science 
278 : 188-148, January 1951. 

Rehabilitation considered as an integral part of medical service. “* * * 
medical care is not complete until the patient has been trained to live and work 
with what he has left.” 

Sanders, Barkev 8. Health Insurance for Workers and Their Families. Jn 
Woytinsky, W. 8S. Employment and Wages in the United States. New York: 
The Twentieth Century Fund. 1953. pp. 204-224. 

Estimates the costs of ill health to the individual and discusses existing pro- 
visions for protection against such costs. 

Sawyer, William Alfred. Medical Care in Industry. Jn Medical Care for Ameri 
cans. Annals American Academy Political and Social Science 273: 151-159, 
January 1951. 

Discusses industry's services for both occupational and nonoeccupational acci 
dents and disease. In spite of the achievements and recognition of industrial 
medicine, “the need for adequate medical care in industry, small as well as 
large, is overwhelming.” 

Scheele, Leonard A. Public Health Statesmanship. Public Health Reports 
68: 1-11, January 1953. 

The first C.-E. A. Winslow lecture delivered at Yale University on November 
14, 1952. Public health progress now “depends more upon the quality of our 
statesmanship than upon the specificity of our techniques.” 

Scheele, Leonard A. Public Health Today—The Nation’s Best Investment. Pub- 
lic Health Reports 68: 771-777, August 1953. 

Briefly reviews past, present, and future responsibilities of public health 
workers and emphasizes need for evaluation of methods and functions. 

Serbein, Oscar N., Jr. Paying for Medical Care in the United States. New York: 
Columbia University Press, 1953. 5438 pp. 

Analysis and evaluation of methods by which consumers pay for medical care, 
giving major attention to prepayment plans. 

Should This Nation Adopt President Truman’s National Health Insurance Pro 
gram? Spectator 156: 16-19 f. February 1949. 

The pros and cons are discussed by Dr. Morris Fishbein and Mr. Oscar 
Ewing, and each answers a series of questions on the probable effects of a 
national health insurance program. 

Simmons, James Stevens, editor. Public Health in the World Today. Cam- 
bridge: Harvard University Press, 1949. 332 pp. 

A series of papers given at the Harvard School of Public Health by 23 dis- 
tinzuished speakers. The topics covered are: The profession of public health 
(6 papers); public health in the United States today (7 papers); public 
health programs and problems abroad (3 papers); and public health in a 
new era (6 papers). 

Smith, Lucille M. Tax-Supported General Medical Care for the Needy. Ameri 
can Journal Public Health 42 : 56-62, January 1952. 

Gives the historical background of the Commission on Chronic Illness. Dis 
cusses the effect of the 1956 amendments to the Social Security Act that 
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directly affect medical care for needy persons and suggests various ways in 
which health and welfare agencies can cooperate. 

Snoke, Albert W. Cooperation to Reduce Hospital Bills by Medical and Admin- 
istrative Staffs: a Letter to the Editor. Journal American Medical Associa 
tion 150: 713-714, October 18, 1952. 

Brief account of voluntary study of medicoadministrative aspects of hos- 
pitalization being promoted by the Council on Professional Practice of the 
American Hospital Association, The study is designed to determine how costs 
of hospitalization may be reduced without impairing, quality of service 
Findings from a pilot study in more than 60 hospitals are summarized. More 
than 300 hospitals have requested this study. 

Social Security Administration, Division of Research and Statistics. Voluntary 
Insurance Against Sickness: 1948-52 Estimates. Social Security Bulletin 
16: 7-13, December 1953. 

The fifth in a series of articles analyzing the annual costs of sickness in the 
United States and the extent of voluntary insurance against these costs. 

Spectator. 1953 Spectator Accident Insurance Register. 68rd Annual Issue. 
Philadelphia : The Spectator, 1953, 80 pp. 

List of companies writing different types of accident and health insurance 
and of Blue Cross and Blue Shield plans. 

Stassen, Harold E. A British Prescription for American Health. Reader’s 
Digest 56: 113-118, April 1950. 

Proposes that Congress create a Federal Health Reinsurance Corporation 
to enable local Blue Cross and similar plans to extend their coverage to long 
illnesses. Outlines the provisions of the plans and the safeguards necessary 
to prevent abuses. Describes the British experience with free drugs and 
gives four “lessons” the United States should bear in mind. 

Stuart, James E. Hospitals, Doctors, Blue Cross—A Three-Way Partnership 
to Help Control Costs of Prepaid Care. Hospitals 25: 51-53, November 1951. 

Describes the establishment of Cincinnati's Blue Cross Hospital Advisory 
Council and its role in helping to control costs. 

Switzer, Mary E., and Rusk, Howard A. Doing Something For the Disabled. 
Public Affairs Pamphlet No. 197. New York: Public Affairs Committee, Inc., 
June 1953. 28 pp. 

Estimates of the number of disabled persons with different types of dis- 
ability, amounts of State and Federal money spent as public assistance for 
the disabled, accomplishments of rehabilitation agencies, and needs for wider 
development of rehabilitation services. 

Taback, Matthew, and Williams, Huntington. Statistics in a Health Depart- 
ment Medical Care Plan. Public Health Reports 68: 157-166, February 1953. 

Discusses the function of analysis of collected data and methodology for data 
collection in relation to initial planning and continuing operation of medical 
care plans. 

Tabershaw, Irving R. Fifty Years of Medical Progress: Medicine as a Social 
Instrument: Industrial Medicine. New England Journal Medicine 244: 634— 

639, April 26, 1951. 

Discusses the interdependence of medicine and industry and reviews recent 
advances of preventive medicine in industry. “Our nation’s living and health 
standards during these [past] fifty years have been the direct outcome of our 
economic strength.” 

Task Force on the Handicapped. Report to the Chairman, Manpower Policy 
Committee, Office of Defense Mobilization. Washington: U. 8. Government 
Printing Office, 1952. 48 pp. 

Manpower requirements, number of potential workers among the disabled, 
resources for rehabilitation, and suggestions for expanding the use of handi- 
capped workers. The Task Force makes 22 specific recommendations based 
on the findings of the report. 

Tax-Supported Medical Care for the Needy. Joint Committee on Medical Care 
of the American Public Health Association and the American Public Welfare 
Association. American Journal Public Health 42: 1310-1327, October 1952. 

A statment prepared to advance understanding of common public health 
and public welfare interests, to encourage development of effective cooperation, 
and to set forth general principles applicable in the administration of medical 
care programs for the needy. 

Terris, Milton. Joint Housing of Hospitals and Health Departments. Hospitals 
25: 68, June 1951, part 1. 

Brief description of a survey carried out during 1948 and 1949, by the Sub- 
committee on Medical Care of the American Public Health Association. 





HEALTH INQUIRY 


TYerriss, Milton, and Kramer, Nathan A. General Medical Care Programs in 
Local Health Departments. New York: American Public Health Association, 
Subcommittee on Medical Care, 1951. 129 pp. 

Describes the origin and development, extent, scope, volume, costs, and 
administrative structure of medical services provided for needy persons by 
local health departments. Details of the programs of 39 city and county 
health departments include comparative data on volume and types of services 
in 1948 and 1949. A description of the medical care program of Maryland 
State Department of Health includes data by county. 

Thaler, Alan M. Group Major-Medical Expense Insurance, and discussion. 
Society of Actuaries, Transactions 3 : 429-482, 1951. 

Gives details of survey made by an insurance company of its own employees 
for the purpose of establishing statistical data needed to determine premium 
rates for group major-medical expense insurance. Also included are several 
tables summarizing the survey data, a copy of the questionnaire used, and 
excerpts of policy provisions. Additional concepts of major medical expense 
insurance were expressed by the discussants. 

Tibbitts, Helen G., and Levine, Eugene. Health Manpower Source Book; Sec- 
tion 2, Nursing Personnel. Public Health Service Pub. No. 263. Washington: 
U. 8. Government Printing Office, 1953. 88 pp. Processed. 

A compilation of data from many sources on the number, distribution, and 
characteristics of professional nurses ; on students enrolled in nursing schools: 
and on licensure and training of practical nurses. 

Truman, Harry S. National Health Insurance Program. Message to Congress. 
Vital Speeches of the Day 15: 418-420, May 1, 1949. 

Recommends a Nation-wide system of health insurance, financial aid to 
medical schools and medical students, increased aid for the construction of 
hospitals and other medical facilities, and increased grants-in-aid to the 
States. 

Turner, Violet B. Chronic Illness; Digests of Selected References. Public 
Health Service Pub. No. 10. Washington: U. S. Government Printing Office, 
1951. 216 pp. 

Summaries of 545 publications which deal with the facilities and programs 
developed for caring for the chronically ill. 

Ullman, Charles A. A Note on Predicting Manpower Resources From Health 
and Educational Data. Milbank Memorial Fund Quarterly 32: 65-68, Janu- 
ary 1954. 

“* * * the relative unavailability of manpower among the forty-eight States, 
as reflected in Selective Service rejection rates for the period from July, 1950, 
to April, 1952, could have been predicted with some accuracy on the basis of 
the statistics of 1940.” The 1940 data used were age-adjusted mortality index 
and expenditures per pupil in average daily attendance in full-time public 
elementary and secondary schools. 

1, S. Congress. Health Insurance Plans in the United States; Report of the 
Committee on Labor and Public Welfare, United States Senate, pursuant to 
S. Res. 278 (S8ist Cong., 2d Sess.) and 8S. Res. 39 (82d Cong., 1st Sess.), a 
Resolution Directing Further Study of Health Problems. Senate Report No. 
359. Washington: U. 8. Government Printing Office, 1951. Part I, 114 pp.; 
Part II, 197 pp.; Part III, 44 pp. 

This report brings to gether a considerable body of inforniation on voluntary 
health insurance. Part I introduces the report with a summary of findings 
and recomendations. Separate chapters discuss the number of insured per- 
sons; the benefit structure of insurance plans; the costs to insured persons, 
their employers, and the insurance organizations; the proportion of medical 
expense met by insurance benefits; the problems of insuring industrial work- 
ers, rural populations, and aged persons; and the role of medical care insur- 
ance. Part II consists of appendixes which give detailed data on voluntary 
insurance plans of various types, and Part III deals with government activities 
in the field of health services. 

1. 8. Congress. Hearings Before the Committee on Interstate and Foreign Com- 
merce, House of Representatives. (83d Cong., Ist Sess.) Health Inquiry 
(Voluntary Health Insurance). Part 5. Washington: U. 8. Government 
Printing Office, 1953. pp. 1165-1337. 

Officials of several commercial insurance companies present statements on 
group health insurance and major medical insurance which is designed to give 
protection against catastrophic medical and hospital expenses. 

U. S. Congress, House Committee on Interstate and Foreign Commerce. Health 
Inquiry ; The Toll of Our Major Diseases, Their Causes, Prevention, and Con- 
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trol. Preliminary Report Submitted by Mr. Wolverton, Committee Chair- 
man. (83d Cong., 2d Sess.) Washington: U. S. Government Printing Office, 

1954. 206 pp. 

Summary of four volumes of printed testimony resulting from hearings held 
in October 1953, in which 95 distinguished physicians, scientists, and laymen 
participated. Part I of the report contains the essentials of the testimony 
divided into: The burden of disease; the research attack; prevention, control 
and rehabilitation. Part II assembles the testimony by disease category. Al- 
though this preliminary report does not contain conclusions or recommenda 
tions of the committee it does contain conclusions and recommendations of 
the witnesses 
S. Department of Agriculture, Bureau of Agricultural Economies in coopera- 
tion with U. S. Department of Health, Education, and Welfare, Public Health 
Service tural Health: Annotated List of Selected References. U. 8S. Depart- 
ment of Agriculture Library List No. 60. Washington: The Departments, June 
1953. 83 pp. Processed 

\ total of 441 references divided into three major groups: Rural health in 
the National setting: rural health in the State setting; approaches to rural 
health problems 

S. Department of Labor. Employing the Physically Handicapped; a Bibli 
ography. Bulletin No. 146. Washington: The Department, February 1951 
72 pp 

In addition to sections on counseling, rehabilitation facilities, and place- 
ment there are references on legislation, special types of disabilities, and 
experience in other countries. Appendixes give addresses of State Rehabilita 
tion Agencies and of the private agencies whose publications have been listed 

S. Federal Security Agency, Public Health Service. Planning for Health 
Services: a Guide for States and Communities. Public Health Bulletin No 
304. Washington: U. S. Government Printing Office, 1950. 69 pp. 

The findings and recommendations of the National Health Assembly's Section 
on State and Community Planning, Dr. Florence R. Sabin, Chairman, giving an 
outline of basie assumptions underlying dynamic planning for health and ex- 
plaining the guiding principles for planning groups. 

S. Federal Security Agency Social Security Administration. Some Basic 
Readings in Social Security ; 1950 Supplement. Publication No. 28. Washing- 
ton: U. S. Government Printing Office, 1950. 55 pp. 

Includes an annotated bibliography on health insurance and medical care 
under headings of medical economics, prepayment hospital and medical care 
plans, and health insurance. Also gives references to British and other 
foreign systems 

S. Library of Congress, Legislative Reference Service. Legislation of the 
Proposed National Heaith Insurance. 79th, 80th, and Sist Congresses : Selected 
Information Compiled by William H. Gilbert. Washington: Library of 
Congress, 1949. 18 pp 

Summarizes briefly the pro and con arguments on national health insurance 
legislation Presents favorable and unfavorable statements from various 
sources, 

S. Library of Congress, Legislative Reference Service. National Compulsory 
Health Insurance and Medical Plans: Development of Proposed Legislation, 
Foreign Experience, Summary of Pros and Cons, and Bibliography. Compiled 
by William H. Gilbert. Washington: Library of Congress, 1949, 22 pp. 

Outlines the history of legislative proposals for national health insurance 
in Congress, 1935-48. Gives brief descriptions of government health insurance 
programs of Norway, Russia, Germany, Chile, and New Zealand. The British 
system is described more fully, and points of difference from the proposed 
United States system are noted. Present eight points on each side for and 
against national compulsory health insurance in the United States. Appendix 
includes digest of 8S. 1320 (Murray bill) and a short bibliography. 

S. Library of Congress, Legislative Reference Service. References on the 
Issues Involved in Proposed National Health Insurance Programs. Compiled 
by William H. Gilbert. Washington: Library of Congress, 1949. 4 pp. 

Includes: (1) list of sources giving both pros and cons, (2) pro material 
available from the Committee on the Nation's Health, (3) con material avail- 
able from the American Medical Association 

Van Steenwyk, FE. A. How the Blue Cross Works. Modern Hospital 79: 92-96, 
November 1952. 
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Discusses development of Blue Cross and changes in basis for payment 
Emphasizes need for cooperation between hospitals and individual Blue Cross 
Plans. 

Van Steenwyk, E. A. Recent Developments in the Use of Blue Cross and Blue 
Shield Plans. American Journal Public Health 41: 147-151, February 1951. 

Presents reasons why community plans will continue to meet the needs of 
the future. 

Vines, H. W. C. To Make Preventive Medicine a Clinical Reality, We Must 
Overcome Our Obsession With Beds Modern Hospital 81: 51—54, ff., July 1953 

Paper presented at the eighth International Hospital Congress, London 


1953. Discusses the need for a revision in the present system of medical care 
so that more emphasis may be put on prevention of illness. 
Voorhis, Jerry. Voluntary Health Insurance on the National Scene; Group 


Health Cooperatives American Journal Public Health 40: 268-273 Mayr 


1950, 

Discusses the principles and objectives of group health cooperatives ar 
problems involved in establishirz cooperative health insurance plans. 

Warren, Earl. Public Health for an Expanding Population. American Journ 
Public Health 42: 1-6, January 1952 

Outlines the development of public health activities in California and points 
out three remaining frontiers for health progress: making adequate medical 
care available to all who need it; preventing chronic disease; and restoring the 
permanently disabled to productive and happy lives 

Weinerman, E. Richard. The Quality of Medical Care. Jn Medical Care for 
Americans. Annals American Academy Political and Social Science 273: 185 
191, January 1951. 

Describes the essentials for a high quality of service in an organized medical 
care plan. 

Weinerman, E. Richard, and Abrams, Herbert K. New Patterns in Industrial 
Health and Medical Care Programs in California. American Journal Public 
Health 41: 703-711, June 1951. 

Briefly discusses the advantages and disadvantages inherent in the three 
general methods of providing medical benefits under collective bargaining 
cash-benefit group contracts with commercial insurance carriers; limited serv 
ice contracts, primarily Blue Cross and Blue Shield plans; comprehensive 
service contracts with individual or grouped physicians and hospitals. De 
scribes recent union agreements with organized medical centers, in California 

Whitehall, Albert V. The Trend of Federal Action in the Area of Catastrophic 
Iliness. Hospitals 28: 71-72, January 1954. 

Brief account of history of health legislation in recent years and of subjects 
that will be considered by the Wolverton committee. 

Whittaker, Edmund B. Major Protection Against Major Illnesses. /n Medical 
Catastrophe Coverage and Other Special Types of Insurance Insurance 
Series No. 938. New York: American Management Association, 1952. Pp. 5-9 

Discusses briefly the need for insurance against major illnesses or acci 
dents. Gives some result of a study of an insurance company’s own employees, 
made to furnish basic statistical information needed for such insurance 

Wilinsky, Charles F., and Liswood, Sidney. Health Center Links Prevention and 
Cure. Modern Hospital 80: 85-87, April 1955 

Discusses advantages of having hospital and health department in close 
proximity. Offers suggestions on desirable facilities for a health center 
Describes a number of different ways in which coordination of hospital and 
health department services has been attained. 

Willis, E. S. The Medical Catastrophe Plan—One Company’s Experiences. In 
Medical Catastrophic Coverage and Other Special Types of Insurance. In 
surance Series, No. 98. New York: American Management Association, 1952 
pp. 9-15. 

Describes briefly coverage, provisions, and benefits of two types of plans 


1 +} 
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existing in one manufacturing company. 

Winslow, C.-E. A. The Cost of Sickness and the Price of Health. World Health 
Organization Monograph Series No. 7. Geneva: World Health Organization, 
1952. 106 pp. 

Stresses the importance of reducing the economic burdens imposed by pre 
ventable disease and gives methods and general indications of costs of health 
services which afford health protection. Indicates the need for collaboration 
of experts in fields of agriculture, industry, economics, education, and health 


in planning sound programs of reconstruction in underdeveloped countries 
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Winslow, C.-E. A. The Economic Values of Preventive Medicine. Chronicle of 
World Health Organization 6: 191-202, August 1952. 

One of the technical discussions presented at the fifth World Health Aseem- 
bly in 1952. Discusses the importance of the contribution of public health to 
global prosperity and the vital interrelationship between health and social 
problems. 

Wiprud, Theodore, and Altman, Isidore. Costs of Hospitalized Acute Illness. 
Journal American Medical Association 144: 835-839, November 4, 1950. 

Presents results of a study designed to provide information on the costs of 
hospital illness among nonindigent persons; the relation of costs to family 
income; the division of costs among hospital, physician, and other services; 
and the degree to which prepayment plans are helping meet these costs. 

‘itte, Edwin E. Trends in Payment for Medical Care. Jn What's Ahead in 
Employee Health and Pension Planning, Personnel Series No. 126. New York: 
American Management Association, 1949. pp. 25-33. 

Discusses the growth of voluntary health insurance, the demands of various 
organizations for compulsory health insurance, and medical care plans in col- 
lective bargaining. Favors a compulsory all-inclusive, contributory health 
insurance system. 

‘ahraes, Herbert. Something Can Be Done About Chronic Tllness. Public 
Affairs Pamphlet No. 176. New York: Public Affairs Committee, Inc., 1951. 
32 pp. 

A nontechnical report on the extent of chronic illness; on the problems of 
prevention, treatment, and care, and care that are common to most chronic 
diseases; on how these problems are being met; and on what more can be 
done. 


(The following information was submitted by the American 
Medical Association and was referred to on p. 2269 :) 


STANDARDS OF ACCEPTANCE FOR MEDICAL CARE PLANS 


Development of plans affecting the distribution of medical care, in accordance 
with the principles adopted by the house of delegates, is one of the principal 
functions of the Council on Medical Service. First in importance in the devel- 
opment of plans affecting the provision of medical care is the utilization of the 
prepayment method to help spread medical and surgical costs. 

The Council on Medical Service suggests that special recognition be granted 
to plans organiz-d and operated in accordance with standards which adequately 
protect the interest of the public and the medical profession. 

In granting this recognition the council will consider each prepayment medical 
care plan in the light of established knowledge, authoritative opinion, and 
according to standards adopted from time to time by the council in the interest 
of the public. Plans that conform with the requirements thus formulated will 
be accepted by the council. 

The prepayment plan may be underwritten either by voluntary prepayment 
organizations formed specially for the purpose, or by duly licensed private insur- 
ance companies, or by both. 

Under the conditions defined in the following paragraphs, the council grants 
the right to print its seal on any promotional literature or display material 
used by these plans. 

This official seal should appear without comment on its significance unless such 
comment has been previously approved by the council. A statement proposed 
for such use follows: “the seal of acceptance denotes that (name of plan) has 
been accepted within the standards set forth by the Council on Medical Service of 
the American Medical Association.” 

The acceptance of a plan and the seal of the council are intended to signify 
that the plan conforms with or meets the following standards or requirements : 

1. Local approval: The prepayment plan must have the approval of the State 
medical association or, if local, of the county medical society in whose area it 
eperates. The State association or county society that sponsors the plan, must 
retain the right to withdraw its approval and require discontinuance of the use 
of the seal of acceptance on reasonable notice to the public and to the under- 
writers. 

2. Professional responsibility: The medical profession should assume respon- 
sibility for the medical services included in the benefits; the medical profession 
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is qualified legally and by education to accept responsibility for the character 
of the medical services rendered. 

(a) The plan should provide for the appointment of a committee by the 
medical profession in the area served by the plan. One of the duties 
of this committee shall be the determination of relative values of medical 
services and procedures as set forth in the plan’s published schedule of 
benefits. The committee may also be authorized to consider difficulties and 
complaints ard make recommendations. 

(b) The published schedule of benefits of the plan shall incluce those 
services and procedures listed as essential by the Council on Medical Service 
consistent with the scope of the plan. 

3. Free choice of physician: There should be no regulation which restricts free 
choice of a qualified doctor of medicine in the locality covered by the plan who is 
willing to give service under the conditions established. 

4. Patient-physician relationship: The method of giving the service must retain 
the personal, confidential relationship between the patient and physician. 

5. Public policy: The plan should be organized and operated to provide the 
greatest possible benefits in medical care to the subscriber. Honesty of purpose 
and sincere consideration of mutual interests on the part of the subscribers, the 
physicians and the plans are presupposed as necessary considerations for success 
ful operation. 

6. Type of benefits: These benefits may be in terms of cash indemnity or medi 
cal service. Where benefits are paid in cash to the subscriber it must be clear] 
stated that these benefits are for the purpose of assisting in paying the charges 
incurred for medical service and do not necessarily cover the entire cost of medi 
cal service, except under specified conditions. 

7. Clarity of benefits: Subscribers’ contracts must state clearly the benefits 
and conditions under which benefits will be provided. All exclusions, waiting pe 
riods, and deductible provisions must be clearly indicated in the promotional 
literature and in the contracts. 

8. Promotion: Promotional activities must be reasonable without extravagant 
or misleading statements concerning the benefits to the subscribers. In approv- 
ing promotional material the council will endeavor to indicate the type of state- 
ments which are acceptable and the nature of those considered objectionable. It 
is not the function of the council to edit all copy word for word and sentence for 
sentence, but rather to indicate the general type of revision required in any given 
piece of literature. It expects the spirit and intent of such objections to be ob- 
served in the remainder of the copy not specifically criticized. Promotional 
activities will include any devices for informing the public or the profession. 

9. Reports: Each accepted plan must agree to submit reports of financial and 
enrollment experience in the manner prescribed by the council. 

10. Safeguards for the subscriber: The council will utilize the experience of 
those plans that are and have been operating successfully as a criterion for judg 
ing new plans, but will not discourage experiments in other types of coverage 
provided such experiments are limited in scope and capable of scientific evalua 
tions. The following principles, however, are laid down as fundamental: 

(a) The dues from subscribers through premium rates should be adequate 
to provide for the benefits offered and cover the risks involved. 

(b) Enrollment practices shall be based on sound actuarial principles such 
as will not expose the plan to adverse selection. Group enrollment is recom 
mended until experience warrants the acceptance of individuals. 

(c) It is understood that the plan of organization will conform with State 
statutes and that the plan will operate on an insurance accounting basis with 
due consideration for earned and unearned premiums, administrative costs 
and reserves for contingencies, claims incurred but not paid and unantici 
pated losses. Each plan must submit reports of financial experience in the 
manner prescribed by the council. Supervision should be under the appro- 
priate State authority. 

(d) Provision should be made for a medical director acceptable to the 
county or State medical society. The medical director may be paid on a per 
diem basis for the time involved in handling such matters. 

(e) All insurance companies participating in the underwriting of a medi- 
cal society prepayment plan must be licensed to do business in the State in 
which the plan is located. Inasmuch as the State insurance authorities 
supervise the finances and underwriting practices of such companies, the 

council will duplicate this function only to the extent it deems necessary. 
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11. Duration of acceptance: Acceptance of plans by the council will be for a 
period of 2 years (provided they comply with the standards during this period) 
or until revoked. At the end of this period all contracts and financial statements 
shall be reexamined. A shorter period of approval may be granted at the discre 
tion of the council. Any changes in contracts or literature during the period of 
acceptance must be submitted to the council 

From the beginning, there was widespread interest in the seal of acceptance 
program. Although the philosophy of the present standards is the same as that 
embodied in the preliminary standards, no implementation was proposed formally 
until 1951 At the interim session (December 4-7, 1951), the following was 
; dopted : 

“The council is encouraged by the sustained interest in the seal of accept 
ance. This is evidenced by the continuing applications on behalf of medical 
society plans. 

“In considering applications from prepayment plans for the right to use 
the seal of acceptance, the council and its committee on prepayment hospital! 
and medical service have relied on the constituent associations and component 
societies. Care has been exercised in interpreting the adopted standards in 
the light of good public policy. Added safeguards have been approved by the 
council. The council submits to the house of delegates the following sug 
gestions concerning its issuance of the seal of acceptance to plans sponsored 
or approved by constituent associations and component societies : 

“1. Any plan which provides reduced benefits in the event a subscriber 
is treated by a nonparticipating physician shall not be considered as 
eligible to receive the seal of acceptance. 

“2. Any plan which requires in writing that its participating physicians 
shall not participate in any other program shall not be considered as 
eligible to receive the seal of acceptance. 

‘3. The seal of acceptance shall not be available, nor continued, to any 
plan not providing statistical, financial and enrollment data when 
requested, 

‘4. The seal of acceptance is extended to the plan as a mechanism 
rather than to the actual policies, certificates, fee schedules, claim forms, 
and so forth. In other words, the seal if used, should appear on pro- 
motional material and not on the legal contracts issued by the approved 
agencies 


rABLES 


The name and number of plans, whether coordinated with hospital service 
plans, the type of benefits offered (service, indemnity, or combination) are shown 
by State in the following tables. 

The first table includes only those operating under medical society sponsorship 
or approval. Those coordinated with or a part of local Blue Cross plans which 
are not medical society approved are listed in the second table. Plans not falling 
within either of the above categories are listed in the third table, while the fourth 
lists some of the plans operating in Canada 


TABLE 1.— Medical society sponsored or approved 


Blue Type of benefit 
Cross 

co- 

ordi- | Serv- 
nated ice 


In- |Com 
dem- | bina- 
nity | tion 


Alabama Blue Cross-Blue Shield of Alabama 
Arizona Arizona Blue Shield Medical Service 
Arkansas Arkansas Medical and Hospital Service 
California Hospital Service of California (Oakland 
California Physicians’ Service (San Francisco 
Re Loos Medical Group (Los Angeles 
Colorado Medical Service, Inc. (Denver 
al Service Plan of Hospital Service, Inc. (Fort 
Collir 
Connecticut necticut Medical Service, Inc 
Delaware Group Hospital Service, Inc 
District of Colum bia Medical Service of the District of Columbia 
Florida Blue Shield of Florida, Inc 
Georgia Che Georgia Plan” 
Physicians Service, In« 
Idah« North Idaho District Medical Service Bureau 
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TABLE 1 Vedical society sponsor dor approve Continued 


South Carolina Medical Care Plat 

South Dakota Injury-Iliness Expense Plan 
‘The Tennessee Plan’ 

Dallas County Medical P] 

Group Medic nd Surgies! Service 


Bureau of the Ut 


N 
y 
Ye 
No 
N 
Ye 
Ye 


Served by impshire Plar 
Sur i I ¢ ire, 
Vir int Med 1 Service Associ 
Washington Physicians Service, 
county bureaus 

Surgical Service, Inc. (Bluefield 
Medical Service, Inc. (Charlestor 
Medical-Surgical Service, In¢ 
Marion County Medical Service 
Me i] Care, Inc. (Huntingt 
Mo ntown Medical-Surgice 
Me l-Surgical Care, Ir 
Wes rginia Medical Ser 

W isconsir The Wisconsin Plan (Madisor 
Surgical Care (MV ilwaukee 
W ise in P} iciat 
W von 
Ha 


ZK AA AAAS A AAM 


1 Coordinated with local I 
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TABLE 2.—Blue 


Louisiana 

New York 
North Carolina 
Ohio 

Oregon 
Washington 


California 


Province 


Alberta 

British Columbia 
Manitoba 

New Brunswick- 
Nova Scotia 
Ontario 


Quebec. ._. 
Saskatchewan 


(Whereupon, 


x 


Cross or Blue 
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Cross coordinated—N ot medical society approved 


Type of benefit 


Com 


Indem- hine 


nity 


mer Vv 1Ce¢ 


tion 


ition of New Orle 
York 


Hospit Associ 
Health Insurance Plan of Greater New 
Hospital Care Association, Ine 
Medical Mutual of Cleveland, Inc 
Northwest Hospital Service 
Washington Hospital Service Association 


il Service 


rotal 


TABLE 3.—Other types 


l'ype of benefit 


Name of plan 


Com- 
bina 
tion 


Indem 


Serv ice 
nity 


Intercoast Insurance Association, Sacramento 
Total 


Total, United States and Hawaii 


TABLE 4.—Canadian plans 


Type of benefit 


Name of plan . 

Com- 
bina- 
tion 


Indem- 
Service 
nity 


Me Alberta), Inc 
Medical Services Associatior 
Manitoba Medical service 

Maritime Hospital Service Association 
Maritime Meuical Care, Inc 
Associated Medical Services 
Physicians Services, Inc 

Windsor Medical Services, Inc 
Quebec Hospital Service Association 
ip Medical Services 

Medical Services, Inc., Saskatoon 


tical Services 


Total (Canadian 


at 2:55 p. m., the hearing was adjourned.) 








